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NOTIFICATION . 
No. LD . (b ) 4-2687|55 |Law . 

15th July 1955 . 
The following Ordinance, promulgated by His Highness 
the Rajpramukh, is hereby published for general information . 

By order of His Highness 

the Rajpramukh, 
Government Secretariat, N. S. RADHAKRISHNA SARMA , 
Law Department, 

Secretary to Government. 
Trivandrum . 


ORDINANCE No. III OF 1955 . 
THE TRAVANCORE -COCHIN STATE AID TO INDUSTRIES 

(AMENDMENT) ORDINANCE, 1955. 
PROMULGATED BY HIS HIGHNESS THE RAJPRAMUKH IN THE 

SIXTH YEAR OF THE REPUBLIC OF INDIA . 
An Ordinance to amend the Travancore-Cochin State Aid to 

Industries Act, 1952. 
Preamble. WHEREAS the Legislative Assembly of the State 
of Travancore-Cochin is not in session and His Highness the 
Rajpramukh is satisfied that circumstances exist which render 
it necessary for him to take immediate action to amend the 
Travancore -Cochin State Aid to Industries Act, 1952 (Act XIX 
of 1952) for the purposes hereinafter appearing; 
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Now , THEREFORE, in exercise of the powers conferred by 
clause (1) of Article 213 of the Constitution of India read with 
Article 238 thereof, His Highness the Rajpramukh hereby 
promulgates the following Ordinance : 

1. Short title and commencement (1) This Ordinance may 
be called the Travancore-Cochin State Aid to Industries (Amend 
ment) Ordinance, 1955. 

( 2 ) It shall come into force at once . 
2. Amendment of Section 11, Act XIX of 1952. For the 
first proviso to clause (a ) of sub -section (1 ) of Section 11 of 
the Travancore -Cochin State Aid to Industries Act, 1952 (Act. 
XIX of 1952), hereinafter referred to as the said Act, the 
following shall be substituted , namely : 

" Provided that no such loan shall exceed the prescribed 
percentage of the net value of the assets of the industry to which 
it is granted and of other property, if any, offered as collateral 
security , after deducting all encumbrances thereon existing at 
the time when the application for the loan is made, such value 
being ascertained by the Director in the prescribed manner :” 

3. Amendment of Section 13, Act XIX of 1952. For sub 
section (5 ) of Section 13 of the said Act, the following shall be 
substituted , namely : 

" (5 ) The Director may sanction a loan upto Rs. 5000 in 
the case of any one industry if the Board has recommended 
the grant of such loan and shall forthwith make a report to 
the Government of such case . In all other cases, the Director 
shall submit to the Government the application and the opinion 
of the Board and all the connected papers together with such 
remarks, if any, as he has himself to make." 


RAMA VARMA , 

Rajpramukh . 


PRINTED BY THE S. G. P. AT THE GOVERNMENT 
CENTRAL PRESS , TRIVANDRUM 

1955 
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or of any subsidiary or holding company 
thereof; any partner or relativo of 
any such director of 10nager ; any 
firin in wbich such director, mansger, 
partner or relative, is a partner; and 

(ii ) any other body corporate at any 
general meeting of which not less than 
one third of the total voting power in 
regard to any inatter may be exercised 
or controlled by any one or more of tho 
following , nomely, the body corporate 
and the companies and other persons 

specified in paragraph (i) above; end 
(d ) where the manag 
ing agent is a private 
company, or a body cor 
porate baving not more 
than fifty members; 

in addition to the persons mentioned 
in sub- clause (c , any member of the 
private company of body corporate; 


Explanation :-If one person is an associate in relation to 
another within the meaning of this clause , too latter shall also 
be deemed to be an associate in relation to the form within its 
meuning; 

(4 ) " associato" , in relation to any secretaries and treasurers, 
means any of the following, and no others : 

( a ) where the secre 
taries and treasurers are 
& firm : 

any member of such , firm ; any partner 
or relative of any such member; and 
any other firm in which any such 
member, partner or relative is a part 
ner ; any private company of which 
the firm first-mentioned , or any such 
member, partoer, relative or other 
firm is the managing agent, or secre 
taries and treasurers, or a director, or 
the manager; and any body corporate 
at any general meeting of which not 
less than one-third of the total voting 
power in regard to any matter my be 
exercised or controlled by any one or 
more of the following, namely , the 
firm first-mentioned , any such member 
or members, partner or partners, rela. 
tise or relatices, other firm or Grms, 
and private company or companies; 


the 


(6 ) where the secretaries 
and treasurers are a body 
corporate : 

(i) any subsidiary or holding com 
pany 

of such body corporate ; 
managing agent or secretaries and 
treasurers, or a director, the manager 
or an officer of the body corporate or 
of any subsidiary or holding 
thereof ; any partner or relatiye of any 
such director or manager; any firm in 
which such director or manager, part 
ner or relative, is a partner; and 

(ii) any other body corporate at any 
general meeting of which not less than 
one-third of the total voting power in 
regard to any matter may be exercised 
or controlled by any one or more 
of the following, namely, 

the body 
corporate and the companies and other 
persons specified in paragraph (i) - 

above; and 
(o ) where the secretaries 
and treasurers are a private 
company or a body corporate 
having not more than fifty 
members : 

in addition to the persons mentioned 
in sub -clause ( ), any member of the 
private company or body corporate; 


Explanation : - If one person is an associate in relation to another 
within the meaning of this clause , the latter shall also be deemed to be 
an associate in relation to the former within its meaning : 


(5) banking company has the same meaning as in the 
Banking Companies Act, 1949 ( X of 1949) ; 


(6 ) " Board of direotors " or " Board " , in relation to a company . 
means the Board of directors of the company ; 

(7) "body corporate" or " corporation includes a company, 
incorporated outside India but does not include a corporation 
sole; 

181 book and paper" and " book or paper " inolude accounts, 
deeds, writings, and documents ; 

(9 ) " branch office" means any establishment desoribed as a 
branch (by the company, not being an establishment specified in 
an order passed by the Central Government in pursuance of 
section 8 ; 


(10 ) " company means a company as difined in section 3; 

(11 ) Who Court" means, with respect to any matter relating to 
a company, the Court having jurisdiction under this Act with 
respect to that matter in relation to that company, as provided 
in section 10; 

( 12 ) " debenture " inoludes debenture stock , bonds and any other 
securities of a company, whether constituting a tharge on the assets 
of the company or not; 

( 13 ) " director" includes any persoa occupying the position of 
director, by, whatever name called ; 


. 


(14) District Court" means the principal Civil Court of original 
jurisdictiou in a distriot, but does not include a High Court in the 
exercise of its ordinary original civil jurisdiction ; 


(15 ) " document" includes summons, notico, requisition , order, 
other legal process, and registers, whether issuad , sent or kept iu 
pursuance of this or any other Act or otherwise; 

(16 ) " existing company" means an existing company as defined 
in section 3; 

(17 ) " financial year " means , in relation to any body corporate, 
the period in respect of which any profit and loss account of the 
body corporato laid before it in annual general meeting is made up, 
whether that period is a year or not : 

Provided that, in relation to an insurance company , "Gancial 
year ” shall mean the calendar year referred to in sub -section ( 1) of 
section 11 of the Insurance Act, 1938 (IV of 1938 ; 


a 


(18 ) "Government company" means 

Goverament company 
within the meaning of section 617; 

(19) " holding company" means a holding company within the 
meaning of section 4 ; 

( 20) " India " means the territory of India excluding the State 
of Jammu and Kashmir; 

( 21) " insurance company" means a company which earries on 
the business of insarance either solely or in conjunction with any 
other business or businesses ; 


( 22) " issued generally" means, in relation to a prospectus, issued 
to persons irrespective of their being existing members or debenture 
holders of the body corporate to which the prospectus relates ; 

( 23 ) " limited company” means a company limited by shares or 
by guarantee; 


(24) i manager” means an individual ( not being the managing 
agent) who, subjuot to the superintendence , control and direction of 
stantially the whole , of the affairs of a company and includes a director 
or any other person occupying the position of a inanager , by whatever 
"name called, and whether under a contract of service or not; 

( 25 ) “ managing agent” means any individual, firm or body 
corporate entitled ,subject to the provision of this Act, to the manage 
company by virtue of an agreement with the company, or by virtue 
of its memorandum or articles of association , and includes any 
individual, firm or body corporate occupying the position 
ing agent, by whatever name called ; 

( 26) " managing director” means a director who, by virtuo of an 
agreementwith the company or of a resolution passed by the company 
in general meeting or by its Board of directors, or by virtue of 
its memorandum or articles of association , is entrusted with any 
powers of management which would not otherwise be exercisable by 
him , and includes a director occupying the position of a managing 
director, by whatever name called ; 


of a manag 


(27) "member" , in relation to a company , does not include 
a bearer of a share-warrant of the company issued in pursuance of 
section 114; 

(28) " memorandum ” means the memorandum of association of 
a company as originally framed or as altered from time to time in 
pursuance of any previous companies law or of this Act; 

( 29 ) " modify" and " modification ” shall include the making of 
additions and omissions; 

(30) " officer” includes any director , managing agent, secretaries 
and treasurers, manager or secretary ; where themanaging agent or 
the secretaries and treasurers are a firm , also includes any partner in 
the firm ; and whero the managing agent or the secretaries and 
treasurers are a body corporate, also includes any director, managing 
agent, secretraies and treasurers or manager of the body corporate; 
but, save in sections 477, 478, 639, 543, 545, 621, 625 and 633 
does not include an auditor; 


(31) " officer who is in default" , in relation to any provision 
referred to in section 5, has the meaning specified in that section ; 

(32) " paid -up capital" or " capital paid up” includes capital 
credited as paid up ; 

(33) " prescribed " means, as respects the provisions of this 
Act relating to the winding up of companies except sub - section 
(5) of section 503, sub-section (1) of section 549 and sub -section 
(3 ) of section 550 , prescribed by rules made by the Supreme 
Court in consultation with High Courts, and as 


respects the 
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other provisions of this Act including sub-section (5) of soction 503, 
sub- section (1 ) of section 549 and sub -section (3 ) of section 550 , 
prescribed by rules made by the Central Government; 

(34) " previous companies law ” means any of the laws specified 
in clause (ii) of sub section ( 1) of section 3; 

(354 private company" means 
in section 3; 

& private company as defined 
(36 ) "prospectus" means any prospectus,notice, circular,advertise 
ment or other document inviting offers from the public for the 
subscription or purchase of any shares in , or debentures of, a body 
corporate; 

(37) " public company " means a public company as defined in 
section 3 ; 

( 38 ) " public holiday" means a public holiday within the meaning 
of the Negotiable Instruments Act, 1881 (XXVIof 1881); 

Provided that no day declared by the Central Government to be a 
public holiday shall be deemed to be such a holiday , in relation to any 
meeting, unless the declaration was notified before the issuo of the 
notice convening euch meeting. 

(39 ) recognised stock exchange” means, in relation to any 
* provision of this Act in which it cours, a stock exchango, whether in or 
outside India , which is notified by the Central Government in the 
OficialGazette as a recognised stock exchange for the purposes of that 
provision ; 

(40) " Registrar means a Registrar, or an Additional, a Joiat, 
a Deputy or an Assistant Registrar, baving the duty of registering 
companies under this Act; 

(41) " relative" means, with reference to any person , any one 
who is related to such person in any ofthe ways specified in section 6, 
and no others; 

(42) « Schedule " means a Schedule annexed to this Aot; 

(43) " Scheduled Bank " has the same meaning as in the Reserve 
Bank of India Act, 1934 ( II of 1934 ); 

(44 ) " secretaries and treasurerg" means any firm or body 
corporate (not being the managing agent) which , subject to the 
superintendence, control and direction of the Board of directors, 
has the management of the whole, or substantially the whole 

corporate 
occupying the position of secretaries and treasurers, by whatever 
name called , and whether under a contract of service or not; 

(45) " secretary ” means the person , if any, who is appointed 
to perform the duties which may be performed by a secretary under 
this Act; 

(46 ) « share " means share in the share capital of a company , 
and includes stock except where a distinction between stock and 
sbares is expressed or implied ; 

(47). " subsidiary company" or subsidiary ” means a subsidiary 
company within the meaning of section 4; 


(48) " total voting power" , in regard to any matter relating 
may be cast in regard to that matter on a poll at a meeting of such 
body, if all the members thereof and allother persons, if any , having 
& 
right to vote on that matter are present at the meeting and cast 
their votes; 

( 49 ) trading corporation means a trading corporation within 
the meaning ofentries 43 and 44 in List Iin the Seventh Schedule in 
the Constitution; 

(50) « variation” shall include abrogation; and “ vary” shall 
include abrogate. 

3. Definitions of company ", existing company", " private company; 
and " publie company" :-(1) In this Act, unless the context otherwise 
requires the expressions company"; " existing company", " private com 
pany" and " public company shall, subject to the provisions of sub 
section (2), have the meanings specifled below : 

( is company" means a company formed and registered under 
this Act or an existing company as defined in clause (ii); 

lit) " existing company ” means a company formed and registered 
under any of the previous companies laws specified below: 

(a ) Any Act or Acts relating to companies in force before 
the Indian Companies Act, 1866 of 1886 and repealed by that Act; 

(6 ) The Indian Companies Act, 1866 ( X of 1866); 
(c) The Indian Companies Act, 1882 (VI of 1882); 
(a ) The Indian Companies Act, 1913 (VII of 1913); 

(e) The Registration of Transferred Companies Ordinance 
1942 (LIV of 1942); and 

Any law corresponding to any of the Acts or the 
Ordinance aforesaid and in force in the merged territories or in 
a Part B state, or any part thereof, - before the extension 
thereto of the Indian Companies Act, 1913 (VII of 1913); 
(iii) " private company" 

means 
articles. 

company which , by its 
(a ) restricts the right to transfer its shares , if any; 
(6 ) limits the number of its members to fifty not including 

(i) persons who are in the employment of the com . 

(ii) persons who, having been formerly in the employ. 
ment of the company, were members of the company 
while in that employment and have continued to be members 
after the employment cessed ; and 

(c) probibits any invitation to the public to subsribe for 
any shares in , or debentures of, the company : 

Provided that where two or more persons hold one or modis 
shares in a company jointly, they shall, for 
difinition , be treated as a singlemember; 

(iv) “ public company” moans a company which is not a privato 
company . 


a 


pany, and 


purposes of this 
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(2) Unless the context otherwise requires, the following companies 
shall not bo included within the scope of any of the expression defined 
in clauses ( i) to (vi) of sub section ( 1), and such companics shall be 
deemed , for the purposes of this Act, to huve been formed and registered 
outside India : - * 

(c ) a company the registered office, whereof is in Burma, Aden 
or Pakistan and which immediately before the separation of that 
country from India was & company as defined in clause (i) of 
sub -section ( 1) ; 

(6 ) a company the registered office whereof is in the state of 
Jammu and Kashmir and which immediately beforo the 26th day 
of January, 1955, was a company as defined in clause (i) aforesaid . 

4. Meaning of " holding company" and subsidiary":-(1) for the 
purposes of this Act, a company sball , subject to the provisions of 
sub-section (3 ), be deemed to be a subsidiary of another it, but only if, - 

(a ) that other controls the composition of its Board of direct 
ors; or 

(6 ) that other holds more thau half in nominal value of its 
equity share capital; or 

(c) the first mentioned company is a subsidiary of any company 
which is that other s subsidiary. 


Illustration 
Company B is a subsidiary of Company A , and Company C is a 
subsidiary of Company B Company C is a sobsidiary of Company A , 
by virtue of clause c above. If company D is a subsidiary of Company C, 
Company D will ba a subsidiary of Company B and consequently also 
of Company A , by virtue of clause (c) above; and so on 

(2 ) For the purposes of sub-section ( 1), the composition of a com 
pany s Board of directors shall be deemed to be controlled by another 
company if, but only if, that other company by the exercise of some 
power exercisable by it at its discretion without the consent or con 
currence of any other person , can appoint or remove the holders of 
all or a majority of the directorships; but for the purposes of this provision 
that other company shall be deeined to have power to appoint to 

directorship with respect to which any of the following conditions is 
Batisfied , that is to say 

(a ) that a person cannot be appointed thereto without the 
exercise in his favour by that other company of such a power as 
aforesaid ; 

(b ) that a person s appointment thereto follows necessarily from 
his appointment as director, managing agent, secretaries and 
treasurers , or manager of, or to any other office or employment in, 
that other company; or 

(c) that the directorship is held by that other company itself 
or by a subsidiary of it . 
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(3) In determining whether one company is a subsidiary of another 

(aj any shares held or power exercisable by that other com . 
pany in a fiduciary capacity shall be treated as not held or om 
ercisable by it; 

(b) subject to the provisions of clauses (c) and (d), any 
shares held of power exercisable 

(i) by any person as a nominee for that other company (except 
where that other is concerned only in a fiduciary capacity ); or 

(ii) by, or by a nominee for , a subsidiary of that other company, 
not being a subsidiary which is concerned only in a fiduciary 
capacity; 
shall be treated as held or exercisable by that other company ; 

(c ) any shares held or "power exercisable by any person by 
virtue of the provisions of any debentures of the first mentioned 
company or ol a trust deed for securing any issue of such debentures 
shall be disregarded ; 

(d ) any shares held or power exercisable by, or by a nominee for, 
that other or its subsidiary [not being held or exerciable asmentioned 
in clause (c) ] shall be treated as not held or exercisable by that 
other, if the ordinary business of that other or its subsidiary, as the 
case may be, includes the lending of money and the shares are 
held or the power is exercisable as aforesaid by way of security only 
for the purposes of a transaction entered into in the ordinary course 
of that business . 


(4 ) For the purposes of this Act, a company shall be deemed 
to be the holding company of another if, but only if, that other is 
its subsidiary . 

(5) In this section , the expression " company " includes any body 
corporate, and the expression equity share capital” has the same 
meaning as in sub-section (2 ) of section 85. 

(6) In the case of a body corporate which is incorporated in 
2 country outside India , a subsidiary or holding company of the body 
corporate under the law of such country shall be deemed to be 
a subsidiary or holding company of the body corporate within the 
meaning and for the purposes of this Act also, whether the require 
meifts of this section are fulfilled or not. 

5. Meaning of officer who is in default” :_For the purpose of any 
provision in this Act which enacts that an officer of the company who is 
in 

default shall be liable to any punishment or penalty , whether by 
way of imprisonment, fine or otherwise, the expression officer who is 
of the default, non-compliance, failure , refusal or contravention mentioned 
in that provision , or who knowingly and wilfully authorises or permita 
Buch default, non-compliance, failure, refusal or contravention. 


11 


* 6. Meaning of relative : - Two persons shall be deemed to bo 
relatives if , and only if, they are husband utul wife , or the ono or tho 
spouse of the one is related to the cther or the spouse of the other, 
whether by legitimate or illegitimate descent or by adoption and whether 
by full blood or by balf blood, io any of the following ways, namely : 

as parent and Child ; 
(ii) as grand parent and grand-child ; 
( iii) as brothers or sisters, or as brother and sister; 
(iv ) as uncle or aunt, and nephew or niece ; 

(v ) as first cousins, that is to say, as persons having a common 
grand -parent, provided the cousins are members of a Hindu Joint 
family whether governed by the Mitakehora, the Duyabagba, the 
Marumakkathayam , the Aliyasanthana orany other system of law . 


7. Interpretation of person in accordance with whose directions or 
instructions directors are accustomed to act" .- Except where this Act 
expressly provides otherwise , a person shall not be deemed to be, within 
the meaning of any provision in this Act, a person in accordance with whoso 
directions or instructions the Board of directors of a company is accustomed 
to act, by reason only that the Board acts on odvice given by himin 
professional capacity . 


8. Power of Central Government to declare an establishment not to 
• be a branch office. The Central Government may, by order, declaro that 

in the case of any company, not being a banking or an insurance company , 
any establisbment carrying on either the same or substantially the same 
activity as that carried on by the head office of the company, or any 
production ormanufacture, shall not be treated as a branch office of the 
company for all or any of the purposes of this Act. 

9. Act to override memorandum , articles, etc. - Savo as otherwise 
expressly provided in the Act - 

(a ) the provisions of this Act shall have effect notwithstanding 
anything to the contrary contained in the memorandum or articles of 
a company, or in any agreement executed by it, or in any resolution 
passed by the company in generalmeeting or by its Board of directors 
whether the same be registered, executed or passed , as the case may 
be , before or after the commencement of this Act; and 

(1 ) any provision contained in tho memorandum , articles , 
agreement or resolution aforesaid shall, to the extent to which it is 
repugnant to the provisions of this Act, become or be void, as the case 
may be. 

10. Jurisdiction of Courts.- ( 1) The Court having jurisdiction under 
this Act sball be 

(a ) the High Court having jurisdiction in relation to the place nt 
which the registered office of the company concerned is situato, except 
to the extent to which jurisdiction has been conferred on any District 
Court or District Courts subordinate to that High Court in pursuance 
of sub section ( 2 ); and 
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( ) where jurisdiction has been so conferred , the District Court in 
regard to inatters falling within the scope of the jurisdiction conferred . 
in respect of companies having their registered oflices in the district ." 

(2) The Central Government may, by notification in the Official 
Gazette and subject to such restrictions, limitations and conditions as it 
jurisdiction conferred by this Act upon the Court, not being the jurisdiotion 
conferred 

(a) in respect of companies generally , by sections 237, 391, 394, 
395 and 397 to 407, both inclusive ; 

(6 ) in respect of companies with a paid up share capitalof not less 
than one lakh of rupees, by Part VII (sections 4 5 to 560) and the othe. 
provisions of this Aot relating to the winding up of companies. 

(3) For the purposes of jurisdiction to wind up companies, the 
expression " registered office" means the place which has longest been the 
registered office of the company during the six months immediately 
preceding the presentation of the petition for winding up . 


PART II 
INCORPORATION OF COMPANY AND MATTERS INCIDENTAL THERETO 
Certain companies, associations and partnerships to be registered as 

companies under Act 


11. Prohibition of associations and partnersbips exceeding certain 
number (1) No company, association or partnersnip consisting of more 
than ten person shall be formed for the purpose of carrying on the business 
of banking, unless it is registered as a company under this Act, or is formed 
in pursuance of some other Indian law . 

(2 ) No company, association or partnership consisting of more than 
twenty persons shall be formed for the purpose of carrying on any other 
business that has for its object the acquisition of gain by the company, 
association or partnership, or by the individual members thereof, unless it is 
other Iudian lempany under this Act, or is formed in pursuance of some 

(3) This section sball not apply to a joint family as such corrying on a 
business ; and where a business is carried on by two or more joint families, 
in computing the number of persons for the purposes of sub-sections (1) and 
(2 ), minor members of such families shall be excluded . 
business in contravention ofthis section shall be personally liable for all 

(4) Eyery member of a company, association or partnership carrying on 
liabilities incurred in such business. 

(5) Every person who is a member of a company, association of 
partnership formed in contravention of this section shall be punishable-with 
fine which may extend to one thousand rupees. 

Memorandum of Association 
12. Mode of forming incorporated company.- (1) Any seven or more 
persons,or where the company to be formed will be a private company, any 
iwo ormore persons, associated for any lawful purpose may, by subscribing 


their names to a memorandum of association and otherwies complying 
with the requirements of this Act in respect of registration , formad 
incorporated company, with or without limited liability . 
(2 ) Such a company may be either 

iai a company having the liability of its members limited by 
the memorandum to the amount, if any, unpaid on the shares 
respectively beld by them in this Act termed a company limited by 
sbares" ); 


(b ) a company having tho liability of its inerbera limited by tbo 
memorandum io such amount as the mombers may respectively uoder . 
take by the memorandum to contribute to the assets of the company 
in the event of its being wound up in this Act tormed a company 
limited by guarantee” ); or 

(c) a company not having any limit on the lisbility of its 
members (in this Act tormed an unlimited company " ), 


13. Requirements with respect to memorandum .- (1) The memoria 
dum of every company shall state 

(a ) the name of the company with " Limited " as the last word 
of the name in the case of a public limited company, and with 
" Private Limited ” as the last words of the name in the case of a 
private limited company ; 

(b ) the State in which the registered office of the company is 
to be situate ; and 

(c ) the objects of the company, and, except in the case of trading 
corporations, the State or States to whose territories the objects extend . 

(2) The memorandum of a company limited by shares or by guarantee 
shall also state that the liability of its members is limited . 

(3) The memorandum of a company limited by guarantee shall also 
state that each member undertakes to contribute to the assets of the 
company in the event of its being wound up while he is a member or withia 
one year after he ceases to be a member, for payment of the debts and 
liabilities of the company, or of such debts and liabilities ofthe company 
as may have been contracted before he ceases to be a member, us the case 
may be, and of the costs, charges and expenses ofwiading up, and for 
adjustment of the rights of the contributories among themselves, such 
amount as may be required not exceeding a specified amount . 
(4 ) In the case of a company having a share capital 

(a ) unless the company isan unlimited company, the memoran . 
dum shall also state the amount of share capitol with which the 
company is to be registered and the division thereof into shares of a 
fixed amount; 


(6 ) no subscriber of the memorandum shall take less than 
one share; a 

; and 
(c ) each subscriber of the memorandum sballwrite opposite to his 
name the number of shares he takes . 

14. Form of memorandum .-- The memorandum of association of a 
company shall be is such one of the Forms in Tables B , C , D and E in 
Schedule I as may be applicable to the case of the company, or in a 
Form as near thereto as circumstances admit. 


15. Printing and signature of memorandum .-- The memorandum 
shall 

(a ) be printed , 
(6 ) be divided into paragraphs numbered consecutively, and 

(c) be signed by each subscriber (who shall add his address, 
description and occupation , if any,) in the presence of at least one 
witness who shall attest the signature and shall likewise add his 
address,description and occupation , if any . 


16. Alteration of memorandum .- ( 1) A company shall not alter the 
conditions contained in ita nemorandum excopt in the cases, in the mode, 
and to the extent, for which express provision is made in this Act . 


(2 ) Only those provisions which are required by section 13 or by any . 
other specific provision contained in this Act, to be stated in the memoran 
dum of the company concerned shall be deemed to be conditions contained 
in its memorandum . 

(3) Other provisions contained in the memorandum , including those 
relating to the appointment of a managing director, managing agent, 
secretaries and treasurers or manager , may be altered in the samemanner 
as the articles of the company, but if there is any express provision in this 
Act permitting of the alteration of such provisions in any other mander, 
they may also be altered in such othermanner. 

(4 ) All references to the articles of a company in this Act shall be 
construed as including references to the other 

provisions aforesaid 
contained in its memorandum 


17. Special resolution and confirmation by Court required for alteration 
of memorandum- (1) A company may, by special resolution, alter the 
provisions of its memorandum so as to change the place of its registered 
otice from ono state to anuther, or with respect to the objects of the 
company so for asmay be required to enable it 

(a ) to carry on its business more economically or more efficiently; 
(6 ) to attain its main purpose by now or improved means; 
(c) to enlarge or change the local area of its operations; 

( a ) to carr business which under existing circumstances 
may conveniently or advantageously be combined with the business of 
the company; 


le ) to restrict or abandon any of the objects specified in the 
memorandum ; 

(f ) to sell or dispose of the whole , or any part of the undertaking, 
or of any of the undertakings, of the company ; or 

(g ) to amalgamate with any other company or body of persons. 
(2 ) The alteration shall not take effect until, and except in so far as, 
it is confirmed by the Court on petition. 


(3 ) Before confirming the alteration , the Court must be satisfied 


( a ) that sufficient notice bas been given to overy holder of the 
debentures of the company, and to every other person or class of 
persons whose interests will, in the opinion of the Court, be affected 
by the alteration ; and 

(b ) that, with rospect to every creditor who, in the opinion of the 
Court, is entitled to object to the alteration , and who signifies bis 
objection in the manner directed by the Court, either his consent to 
the alteration has been obtained or bis debt or claim has been 
discharged or has determined , or has been secured to the satisfaction 
of the Court : 

Provided that the Court may , in the case ofany person or class 
of persons, for special reasons, dispense with the notice required by 
clause ( a ). 


(4 ) Notice of the alteration shall also be given to the Registrar and 
he shall be given a reasonable opportunity to appear before the Court and 
state his objections and suggestions, if any, with respect to the confirmation " 
of the alteration . 

(5 ) The Court may make an order confirming the alteration either 
wholly or in part, and on such termsand conditions, if any,as it thinks fit, 
and may make such order as to costs as it thinks proper. 

(6 ) The Court shall , in exercising its powers under this section , have 
regard to the rights and interests of the members of the company and of 
every class of them , as well as to the rights and interests of the creditors 
of the company and of every class of thera . 

(7 ) The Court may, if it thinks fit, adjourn the proceedings in order 
that an arrangement may be made to the satisfaction of the Court for the 
purchase of the interests of dissentient members; and may give such 
directions and make such orders as it thinks fit for facilitating, or carrying 
into effect , any such arrangement : 

Provided that no part of the capital of the company may be expended 
in any such purchase. 

18. Alteration to be registered within three months:-(1) A certified 
copy of the order confirming the alteration , together with a printed copy 


of the memorandum as altered , shall, within three months from the date 
of the order, be filed by the company with the Registrar, and he shall 
register the same, and shall certify the registration under his hand. 

(2) The certificate shall be conclusive evidence that all the to 
quirements of this Act with respect to the alteration and the con 
firmation thereofc have been complied with, and thenceforth the 
memorandum as so altered shall be the memorandum of the company. 

(3) Where the alteration involves a transfer of the registered office 
from one State to another , a certified copy of the order confirming the 
alteration shall be filed by the company with the Registrar of each of 
the States, and the Registrar of each such State shall register the same, 
and shall certify under his band the registration thereof; and the 
Registrar of the State from which such office is transferred shall send to 
the Registrar of the other State all documents relating to the company 
registered , recorded or filed in his office. 

(4 ) The courtmay, at any time, by order, extend the time for the 
filing of documents under this section by such period as it thinks 
proper . 

19. Effect of fallure to register.--(1) No such alteration as is referred 
to in section 17 shall have any effect until it has been duly registered in 
accordance with the provisions of otion 18 . 


(2 ) If the registration is not effected within three months next after 
the date of the order of the Court confirming the alteration , or within 
euch further timeas may be allowed by the Court under subsection ( 4 ) of 
section 18, such alteration and order and all proceedings connected there 
with shall, at the expiry of such period of threemonths or of such further 
time, as the case may be, become void : 

Provided that the Court may, on sufficient cause shown, revive the 
order on application made within a further period of one month . 

Provisionswith respect to names of companies. 
20. Companies not to be registered with undesirable names.- (1 ) No 
company shall be registered by a name which , in the opinion of the Central 
Government , is undesirable, 


(2 ) Without prejudice to the generality of the foregoing power, a namo 
which is identical with, or too nearly resembles , the name by which 

company in existence has been previously registered, may be deomed 
to be undesirable by the Central Government within the meaning 
of sub -section ( 1 ). 

21. Change of name by company. - A company may, by special 
rezolution and with the approval of the Central Government signified 
in writing , change its name, 

22. Rectification of name of company.- (1) If, through inadver 
tence or otherwiso, a company on its first registration or on its 
registration by a new name, is registered by a name which, in the 
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opinion of the Central Government, is identical with , or too nearly 
resembles, the nume by which a company in existence has been proviously 
registered , whether under this Act or any previous companies law, tho 
first mentioned company - 

(al may, by ordinary resolution and with the previous approval 
of the Central Government signified in writing, change its name or 
new name; and 

( ) shall, if the Central Government so directs within twelve 
months of its first registration or registration by its new name, as the 
case may be, or within twelve months of the commencement of this 
Act, whichever is later, by ordinary resolution and with the previous 
approval of the Central Government signified in writing, change its 
name or new name within a period of three months from the dato 
of the direction or such longer period as the Ceotral Government 
may think fit to allow , 

(2) If a company makes default in complying with any direction 
given under clause (6 ) of sub-section (1), the company , and every 
offioer who is in default , shall be punishable with fine which may 
extend to one hundred rupees for every day during which the default 
continues. 

23. Registration of change of name and effect thereof.- (1) Whero 
a company changes its name in pursuance of section 21 or 22 , the Registrar 
Shall enter the new name on the register in the place of the former name, 
and shall issue a fresh certificate of incorporation with the necessary 
alterations embodied therein; and the change ofname shall be complete and 
effective only on the issue of such a certificate. 


(2 ) The Registrar shall also make the necessary alteration in the 
memorandum of association of the company . 

( 3) The chango of name shall not affect any rights or obligations 
of the company, or render defective any legal proceediog , by or against it ; 
and any legal proceedings which might have been continued or commenced 
by or against the company by its former name may be continued by 
or against the company by its new 

name, 


24. Change of name of existing private limited companies.- (!) Ia 
the case of a company which was a private limited company immediately 
before the commencement of this Act, the Registrar shail enter theword 

Private before the word Limited in the name of the compasy upon 
the register and shall also make the necessary alterations in the certificate 
of incorporation issued to the company and in its memorandum of 
association , 

( 2) Sub-section (3) of section 23 shall apply to a change of name 
under sub-section (1), as itapplies to a change of name under section 21. 

25. Power to dispense with " Limited " In name of charitable or other 
company.-- (1) Where it is proved to the satisfaction of the Central 
Government that an association 
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and 


- 


(a) is about to be formed as a limited company for promoting 
commerce, art, science, religion, charity or any other useful object 

( ) intends to apply its profits, if any, or other income in pro. 
moting its objects, and to prohibit the payment of any dividend to its 

members , 
the Central Government may, by licence, direct that the association 
may be registered as a company with limited liability, without the 
addition , to its name of the word “ Limited ” or the words “ Privato 
Limited " . 

(2 ) The association may thereupon bo registered accordingly; and 
on registration shall enjoy all the privileges, and (subject to the 
provisions of this secticn ) be subject to all the obligations, of limited 
companies. 

(3 ) Where it is proved to the satisfaction of the Central Govern 
ment 

(a ) that the objects of a company registered under this Act 
as a limited company are restricted to those specified in clause (a ) 
of sub -section (1 ), and 

( ) that by its constitution the company is required to apply its 
profits ,if any, or other income in promoting its objects and is prohibit 
ed from paying aay dividend to its members , 


> 


the Central Government may, by licence, authorise the company 
by a special resolution to change its name, including or consist. 
ing of the omission of the word " Limited " or the words " Private Limited " ; 
and section 23 shall apply to a change of name under this sub -section 
as it applies to a change of name under section 21. 

(4 ) A firm may be a member of any association or company licensed 
under this section , but on the dissolution of the firm , its membership 
of the association or company shall cease. 

(5 ) A licence may be granted by the Central Government under 
this section on such conditions and subject to such regulations as it 
thinks fit , and those conditions and regulations shall be binding on 
the body to which the licence is granted , and where the grant is under 
sub -section (1), shall, if the Central Government so directs, be inserted 
in the memorandum , or in the articles , or partly in the one and partly 
in the other . 

(6 ) The body to which a licence is so granted shall be exempt 
from the provisions of this Act relating to 

(a ) the use oftheword “ Limited " or the words Private Limited " 
as any part of its name, 

(6 ) the publishing of its namo, 

(c) if the Central Government so directs and to the extent 
specified in the direction , the obligation laid on the company to send 
Jists of its members to the Registrar, and 
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(a ) if the Central Government so directs and to the extent 
specified in the direction , the obligations laid on the company by 
section 303. 

( 7) The licence may at any time be revoked by the CentralGovernment, 
and upon revocation , the Registrar shall enter tho word “ Limited or the 
words " Private Limited " at the end of the name upon the register of the 
body to which it was granted ; and the body shall cease to enjoy the 
exemption granted by this section : 

Provided that, before a licence is so revoked , the Central Govern . 
ment shall give notice in writing of its intention to the body, and 
shall afford it an opportunity of being heard in opposition to the 
revocation . 

8) Where a body in respect of which a licence under this section is 
in force alters the provisions of its memorandum with respect to its 
objects, the Central Government may 

( a ) revoke the licence if it sees fit to do so , or 

(6 ) vary the licence by making it subject to such conditions and 
regulations as the Central Government thinks fit, in lieu of, or in 
addition to the conditions and regulations, if any, to which the licence 
was formerly subject. 

(9) Upon the revocation of a licence granted under this section to a 
, body the nameof which contains the words Chamber of Commerce , that 
body sball, within a period of three months from the date of revocation or 
such longer period as the Central Government may think fit to allow , change 
its name to a name which does not contain those words; and 

(a ) the notice to be given under the proviso to sub-section (7) to 
that body shall include a statement of the effect of the foregoing 
provisions of this sub-section; and 

(6 ) section 23 shall apply to a cbange of name under this sub 
section as it applies to a change of name under section 21 . 


(10) If the body makes default in complying with the require 
ments of sub -section (9 ), it shall be punisbable with fine which may 
extend to five hundred rupees for every day during which the default 
continues. 

Articles of Association 


26. Articles prescribing regulations. There may in the case of a 
public company limited by shares, and there sball in the case of an unlimited 
company or a company limited by guarantee or a private company limited 
by sbares, be registered with the memorandum , articles of association 
signed by the subscribers of the memorandum prescribing regulations for 
the company , 

27. Regulations required in case of unlimited company, company 
limited by guarantee or private company limited by shares.- (1) In the 
case of an unlimited company, the articles shall stato the number of 

3 
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members with which the company is to be registered and , if the company 
has a sbare capital, the amount of share capital with wbich the company is 
to be registered . 

(2) In the case of a company limited by guarantee, the articles shall 
state the number of members with which the company is to be registered . 

(3) In the case of a private company having a share capital, the articles 
shall contain provisious relating to thematters specified in sub clauses la , 
(6 ) and (c) of clause (iii ) of sub- section (1) of section 3; and in the case of 
any other private company, the articles shall contain provisions relating to 
the matters specified in the said sub clauses (6 ) and (0) 

28. Adoption and application of Table A in the case of companies 
limited by shares.- (1 ) The articles of association of a company limited by 
shares may adopt all or any of the regulations contained in Table A in 
Schedule I. 

(2 ) In the case of any such company which is registered after the 
commencement of this Act, if articles are not registered , or if articles are 
registered, in so far as the articles do not exclude or modify the regulations 
contained in Table A aforesaid , those regulations shall, so far as applicable , 
be the regulations of the company in the same manner and to the same 
extent as if they were contained in duly registered articles, 


29. Form of articles in the case of other companies. The articles of 
association of any company , not being a company limited by shares, shall be 
in such one of the Forms in Tables C , D and E in Schedule I as may be 
applicable, or in a Form as near thereto as circumstances admit, 


. 


30. Form and signature of articles .-- Articles shall 

(a ) be printed ; 
(6 ) be divided into paragraphs numbered consecutively; and 

(c ) be signed by each subscriber of the memorandum of associ 
ation (who shell add bis address, description and occupation , if any, in 
the presence ofat least one witness who shall attest the signature and 
shall likewise add his address, description and occupation , if any. 

31. Alteration of articles by special resolution.- (1) Subject to the 
provisions of this Act and to the conditions contained in its memorandum , 
a company may , by special resolution, alter its articles. 

(2 ) Any alteration so made shall, subject to the provisions of this Act, 
be as valid as if originally contained in the articles and be subject in like 
manner to alteration by special resolution . 

(3) The power of altering articles under this section shall, in the 
case of any company formed and registered under Act No. XIX of 1857 
and Act No. VII of 1860 or either of them , extend to altering any 
provisions in Table B annexed to Act XIX of 1857, and shall also, in 
the case of an unlimited company formed and registered 

nder the 
said Acts or either of them , extend to altering any regulations relating 
to the amount of capital or its distribution into shares, notwith 
standing that those regulations are contained in the memorandum . 
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Change of registration of companics. 
32. Registration of unlimited company as limited, etc.- (1) Subject 
to the provisions of the section, 

(a ) a company registered as unlimited may register under 
this Act as a limited company; and 
( 5 ) 

a company already registered as a limited company way 
re- register under this Act . 

( 2) On registration in pursuance of this section , the Registrar ehall 
close the former registration of the company, and may dispense with 
the delivery to bim of copies of any documents with copies of which 
he was furnished on the occasion of the originalregistration ofthe company; 
but, save as aforesaid , the registration shall take place in the samo 
manner and shall have effect, as if it were the first registration of 
the company under this Act . 

( 3) The registration of an unlimited company 39 a limited company 
under this section shall not affect any debts , liabilities, obligations or 
contracts incurred or entored into, by, to, with or on bebalf of, 
the company before the registration , and those debts, liabilities, obligations 
and contracts may be enforced in the manner provided by Part IX of 
this Act in the case of a company registered in pursuance of that Part. 


General provisions with respect to memorandum and articles. 

33. Registration of memorandum and articles.- (1) There shall be 
presented for registration , to the Registrar of the State in wbich the 
registered office of the company is stated by the memorandum to be 
situate 

(a ) the memorandum of the company; 
( ) its articles, if any ; and 

( c) the agreement, if any, which the company proposes to enter 
into with any individual, firm or body corporate to be appointed as 
its managing agent, or with any firm or body corporate to be appo. 
inted as its secretaries and treasurers . 

( 2) A declaration by an advocate of the Supreme Court or of a High 
Court, an attorney or pleader entitled to appear before High Court, 
or a chartered accoutant practising in India , who is engaged in the for 
mation of a company, or by a person named in tho articles as a director , 
managing agent, secretaries and treasurers, manager or secretary of the 
company, that all the requirements of this Act and the rules thereunder 
have been complied with in respect of registration and matters precedent 
and incidental there to shall be filed with the Registrar; and the Registrar 
may accept such a declaration as sufficient evidence of such compliance, 

( 3) If the Registrar is satisfied that all the requirements aforesaid havo 
been complied with by the company and that it is authorised to be 
registered under this Act, he sball retain and register the memorandum , 
the articles, if any, and the agreement referred to in clause (c) of sub 
section ( 1), if any, 


34. Effect of registration.- (1) On the registration of the meno. 
randum of a company, the Registrar shall certify under his hand the: 
the company is incorporated and, in the case of a limited company, that 
the company is limited. 

(2) From the date of incorporation mentioned in the certificate 
of incorporation, such of the subscribers of the memorandum and other 
persons, as may from time to time be members of the company, shall be 
a body corporate by the name contained in the memorandum , capable 
forthwith of exercising all the functions of an incorporated company. 
and having perpetual succession and a common seal, but with such liability 
on the part of the members to contribute to the assets of the company 
in the event of its being wound up as ismentioned in this Act. 

35. Conclusiveness of certificate of incorporation. A certificate of 
incorporation given by the Registrar in respect of any association shall be 
conclusive evidence that all the requirements of this Act have been 
complied with in respect of registration and matters precedent and 
incidental thereto, and that the association is a company authorised 
to be registered and duly registered under this Act. 


36. Effect of memorandum and articles.- (1 ) Subject to the provisions 
of this Act, the memorandum and articles shall, when registered, bind 
the company and the members thereof to the same extent as if they 
respectively had been signed by the company and by each member, 
and contained covenants on its and his part to observe all the provisions 
of the memorandum and of the articles . 

(2) Allmoney payable by any member to the company under the 
memorandum or articles shall be a debt due from him to the company . 

57. Provision as to companies limited by guarantee.- ( 1) In the case 
of a company limited by guarantee and not having a share capital, and 
registered on or after the first day of April, 1914 , every provision in the 
memorandum or articles or in any resolution of the company purporting 
to give any person a right to participate in the divisible profits of the 
company otherwise than as a member shall be void . 

(2) For the purpose of the provisions of this Act relating to the memo 
randum of a company limited by guarantee and of this section , every 
provision in the memorandum or articles , or in any resolution , of any 
April, 1914 , purporting to divide the undertaking of the company into 
company limited by guarantee and registered on or after the first day of 
shares or interests, shall be treated as a provision for a share capital, not 
withstanding that the nominal amount or number of the shares or interests 
is not specified thereby . 

38. Effect of alteration in memorandum or articles . - Notwith 
standing anything in the memorandum or articles of a company, no 
member of the company shall be bound by an alteration made in 
the memorandum 

or articles after the date on which he became a 
member, if and so far as the alteration requires him to take or sub 
scribe for more shares than the number held by him at the date on 
which the alteration is made, or in any way increases his liability as 
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at that date, to contribute to the share capital of, or otherwise to pay 
money to , the company : 

Provided that this section shall not apply in any case where the 
member agrees in writing either before or after a particular alteration is 
made, to be bound by the alteration . 

39. Coples of memorandum and articles etc. to be given to mem 
bers.- (1) A company shall, on being so required by a member, send to bim 
within seven days of the requirement and subject to the payment of a fee of 
one rupee, a copy each of the following documents as in force for the timo 
being 

(a ) the memorandum ; 
(b ) the articles, if any; 

(c ) the agreement, if any, entered into or proposed to be entered 
into , by the company with any person appointed or to be appointed as 
its managing agent or as its secretaries and treasurers; and 

(a ) every other agreement and every resolution referred to in 
section 192, if and in so far as they have not been embodied in the 
memorandum or articles. 

(2 ) If a company makes default in complying with the requirements of 
this section , the company, and every officer of the company who is in default, 
shall be punishable, for each offence, with fine which may extend to fifty 
rupees. 

40. Alteration of memorandum or articles etc. to be noted in 
every copy.- (1) Where an alteration is made in the memorandum or 
articles of a company, in the agreement referred to in clause (c) 
of sub -section (1 ) of section 39 or in any other agreement, or any 
resolution , referred to in section 192, every copy of the memorandum , 
articles , agreement or resolution issued after the date of the alteration 
shall be in accordance with the alteration . 

(2 ) If, at any time, the company issues any copies of the memo 
randum , articles , resolutioa or agreement, which are not in accordance 
with the alteration or alterations made therein before that time, 
the company, and every officer of the company who is in default 
shall be punishable with fine which may extend to ten rupees for 
each copy so issued 

Membership of company 


41. Definition of member" .- ( 1 ) The subscribers of the memorandum 
of a company shall be deemed to have agreed to become members of 
the company, and on its registration , shall be entered as members in its 
register of members. 

(2 ) Every other person who agrees to become a member of a company 
and whose name is entered in its register of members , shall be a member 


of the company. 


42. Membership of holding company .- (1) Except in the cases men 
tioned in this section , a body corporate cannot be a member ofa company 
which is its holding company and any allotment or transfer of shares 
in a company to its subsidiary shall be void . 
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(2 ) Nothing in this section shall apply 

(a) where the subsidiary is concerned as the legal representative 
of a deceased member of the bolding company; or 

(6) where the subsidiary is concerned as trustee, unless the holding 
company or a subsidiary thereof is beneficially interested under the 
trust and is not,so interested only by way of security for the purposes 
of a transaction.entered into by it in the ordinary course of a business 
which includes the lending of money . 

(3 ) This section shall not prevent a subsidiary from continuing to be a 
member of its holding company if it was a member thereof either at the 
commoucement of this Act or before becoming a subsidiary of the holding 
company, but, except in the cases referred to in sub- section (2) the 
subsidiary shall have no right to vote at meetings of the holding company or 
of any class ofmembers thereof. 

(4) Subject to sub-section (2), sub- sections ( !) and (3) shall apply in 
relation to a nominee for a body corporate which is a subsidiary , as if 
references in the said sub-sections (1 ) and (3) to such a body corporate 
included references to a nominee for it . 

(5 ) In relation to a holding company which is either a company limited 
by guarantee or an unlimited company, the reference in this section to 
sbares sball, whether or not the company has a share capital, be construed 
as including a reference to the interest of its members as such , whatever the 
form of that interest . 

Private companies 
43. Consequences of default in complying with conditions constituting 
a company a private company.- Where the articles of a company include 
the provisions which , under clause (iii) of sub-section (1 ) of section 3, 
are require to be included in the articles of a company in order to 
constituto it a private company , but default is made in complying with 
any of those provisions, the company shall cease to be entitled to the 
privileges and exemptions conferred on private companies by or under 
this Act, and this Act shall apply to the company as if itwere not a private 
company : 

Provided that the Court, on being satisfied that the failure to comply 
with the conditions was accidental or due to inadvertence or to some 
other sutlicient cause, or that on other grounds it is just and equitable to 
grant relief, may, on the application of the company or any other person 
interested and on such terms and conditions as seem to the Court just 
and expedient, order that the company be relieved from such consequences 
as aforeerd. 

44. Prospectus or statement in lieu of prospectus to be filled by 
private company on ceasing to be private company.- ( 1) If a company, 
being a private company , alters its articles in such a manner that they 
no longer include the provisions which, under clause (iii) of sub-section (1) 
of section 3, are required to be included in the articles of a company 
in order to constitute it a private company, the company 

la ) shall, as on the date of the alteration, cease to be a 
privato company; and 


25 


(b ) shall, within a period of fourteen days after the said date, file with 
the Registrar either a prospectus or a statement in lieu of prospectus, es 
specified in sub-section (2). 

(2) (a ) Every prospectus filed under sub-section (1) shall state the 
matters spécified in Part I of Schedule II and set out the reports specified 
in Part II of that Schedule, and the said Parts I and I shall have effect 
subject to the provisions contained in Part III of that Schedule. 

( ) Every statement in lieu of prospectus filed under sub-section ( 1) 
shall be in the form and contain the particulars set out in Part I of Sche. 
dule IV , and in the cases mentioned in Part II of that Schedule, shall net 
out the reports specified therein, and the said Parts I and II shall have 
effect, subject to the provisions contained in Part III of that Schedule. 

( o ) Where the persons making any such report as is referred to in 
clause (a ) or (b ) have made therein , or have, without giving the reasons, 
indicated therein , any such adjustments as are mentioned in clause 32 of 
Schedụal If or clause 5 of Schedule IV, as the case may be, the prospectus 
or statement in lieu of prospectus filed as aforesaid , shall have endorsed 
thereon or attached thereto, a written statement signed by those persone, 
setting out the adjustments and giving the reasons therefor. 

(3 ) If default is made in complying with sub -section (1) or (2), the 
company, and every officer ofthe company who is in default, shall be punisli. 
able with finewhich may extend to five hundred rupees for every day during 
which the default continues . 

(4) Where any prospectus or statement in lieu of prospectus filed under 
this section includes any untrue statement, any person who authorised the 
filing of such prospectus or statoment shall be punishable with imprisonment 
for a term which may extend to two years, or with fine which may extend 
to five thousand rupees , or with both, unless he proves either that the state 
ment was immaterial or that he had reasonable ground to believe, and did 
up to the timeof the filing of the prospectus or statement believe, that 
the statement was true. 
(5) For the purposes of this section 

la ) a statement included in a prospectus or a statement in lieu of 
prospectus shall be deemed to be untrue if it ismisleading in the form 
and context in which it is included ; and 

(0 ) where the omission from a prospectus or a statement in lieu 
of prospectus of any matter is caloulated to mislaad , the prospestus or 
statement in lieu of prospectus shall be deemed, in respect of such 
omission , to be a prospectus or a statement in lieu of prospectus in 
which an untrue statement is included. 


(6 ) For the purposes of sub-section (4 ) and clause (a ) of sub-section 
(5), the expression included ” when used with reference to & prog . 
peotus or statement in lieu of prospectus, 

means included in the 
prospectus or statement in lieu of prospectus itself or contained 
in any report or memorandum appearing on the face thereof, or by 
reference incorporated therein . 
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Reduction of Number of Members below Legal Minimum .. 

45. Members severally liable for debts where business carried on 
with fower than seven , or in the case of a private company, two 
members. Ifat any time the number of members of a company is reduced , 
in the case of a public company ,below geven , or in the cuse of a private 
company,below two, and the company carries on business for morethan six 
the company during the time that it so carries on business after those six 
months and is cognisant of the fact that it is carrying on business with fewer 
than seven members or twomembers , as the case may be, shall b3 severally 
liable for the payment of the whole debts of the company contracted during 
that time, and may be severally sued therefor. 


Contracts and deeds, investments, scal etc. 


46. Form of contracts.- (1) Contracts on behalf of a company may 
be made as follows: 

(a ) a contract which , if made between private persons, would 
by law be required to be in writing signed by the parties to be charged 
therewith , may be made on behalf of the company in writing 
signed by any person acting under its authority, express or implied , 
and may in the same manner be varied or discharged ; 

( ) a contract which , if made between private persons, would 
by law be valid although made by parol only and not reduced into 
writing, may be made by parol on behalf of the company by any 
person acting under its authority, express or implied , and may 
in the same manner be varied or discharged . 
(2 ) A contractmade according to this section shall bind the company. 

47. Bills of exchange and promissory notes. - A bill of exchange, 
bundior promissory note shall be deemed to have been made, accepted, 
drawn or endorsed on behalf of a company if drawn, accepted , made, or 
endorsed in the name of, or on behalf or on account of, the company by 
any person acting under its authority, express or implied . 

48. Execution of deeds.- ( 1) A company may, by writting under its 
common seal, empower any person , either generally or in respoct of any 
specified matters, as its attorney, to execute deeds on its behalf in any 
place either in or outside India . 

(2) A deed signed by such an attorney on behalf of the company 
and under his seal where sealing is required , shall bind the company 
and have the same effect as if it were under its common seal. 

49. Investments of company to be held in its own name.- ( 1) Save 
28 otherwise provided in sub -sections (2) to (5) and subject to the provisions 
of sub-sections (6 ) to ( 8 ), 

(a ) all investments made by a company on its own behalf shall be 
made and held by it in its own name; and 
(6 ) where any such investments are 

not 80 held at the 
commencement of this Act the company shall, 

within a period 
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of one year from such commencenent, either cause them to be 
transferred to, and hold them in its own name,or dispose of them . 

(2 ) Where the company has a right to appoint any person or persons, 
or where any nominee or nominees of the company has or have been appoint 
ed , as a director or directors of any other body corporate , shares in such 
other body corporate to an o mount not exceeding the nominal value of the 
qualification shares which are required to be held by a director thereof, may 
be registered or held by such company jointly in the names of itself and of 
each such person or nominee or in the name of each such person or nominee 
expressly described as a nominee of the company . 

(3 ) A company may hold any shares in its subsidiary in the name or 
names of any nomidce or nominees of the company, if and in so far as it is 
necessary so to do, to ensure that the number of members of the subsidiary 
is not reduced , where it is a public company, below seven , and where it is & 
private company , below two. 

(4 ) Sub -section ( 1) shall not apply to investments made by a company 
whose principal business consists of the buying and selling of shares or 
securities. 
(5 ) Nothing in this section shall be deemed to prevent a company 

(a ) from depositing with a bank , being the bankers of the company, 
any shares or securities for the collection of any dividend or interest 
payable thereon ; or 

(7 ) from depositing with , or transferring to, any person any shares 
or securities, by way of security for the repayment of any loan 
advanced to the company or the performance of any obligation 
undertaken by it . 

(6 ) The certificate or letter of allotment relaticg to the shares or 
securities in which investments bave been made by a company shall, except 
in the cases referred to in sub-sections (4) and (5 ), be in the custody of such 
company or with a Scheduled Bank, being the bankers of the company. 

(7 ) Where, in pursuance of sub -sections (2 ), (3), (4 ; or (5 ), any shares 
or securities in which investments have been made by a company are not 
held by it in its own name, the company sball fortbwith enter in a register 
maintained by it for the purpose 

( a ) the nature, value , and such other particulars as may be 
necessary fully to identify the sbares or securities in question ; and 

(1 ) the bank or person in wbose pame or custody the shares or 
securities are beld . 

18 ) The register kept under sub-section (7) shall be open to the 
inspection of any member or debenture holder of the company without 
charge, during business hours, subject to such reasonable restrictions as the 
company may, by its articles or in general meeting, impose, so that not less 
than two hours in each day are allowed for inspection . 

( 9) If default is made in complying with any of the requirements of 
sub -sections (1 ) to 18 ), the company, and every officer of the company who 
is in default , shall be punishable with fine which may extend to five 
thousand rupees . 


28 


(10 ) If any inspection required under sub section (8) is refused, 
the Courtmay, by order, direct an immediate inspection of the register. 

Nothing in this sub- section shall be coastrued as prejudicing in 
any way the operation of sub -section (9 ). 

(11) In this section, securities " includes stock and debentures. 

50. Power for company to have official seal for use outside India._ 
(1) A company whose objects require or comprise the transaction of 
business outside India may , if authorised by its articles, have for use in 
any territory, district or place not situate in India an official seal 
which shall be a facsimile of the common seal of the company with 
the addition on its face of the name of the territory, district or place 
where it is to be used . 

( 2) A company having an official seal for use in any such territory , 
district or place may, by writing under its common seal, authorise 
any person appointed for the purpose in that territory, district or place 
to affix the official seal to any deed or other document to which 
the company is a party in that territory , district or place . 

(3) The authority of any agent authorised under sub -section (2 ) shall, 
as between the company and any person dealing with the agent, continue 
during the period, if any, mentioned in the instrument couferring 
the authority , or if no period is there mentioned until notice of the 
revocation or determination of the agent s authority hag been given 
to the person dealing with him . 

(4) The person affixing any such official seal shall, by writing under 
bis hand , certify on the deed or other document to which the seal is 
affixed, the date on which and the place at which, it is affixed. 

(5 ) A deed or other document to which an official seal is duly affixed 
shall bind the company as if it had been sealed with the common seal 
of the company. 

Service of Documents 
51. Service of documents on company .--A document may be served 
on a company or an officer thereof by sending it to the company or officor 
at the registered office of the company by post under a certificate of 
posting or by registered post, or by leaving it at its registered offico. 

52. Service of documents on Registrar. - A document may be served 
on a Registrar by sending it to him , at his office by post under a certificate 
of posting or by registered post, or by delivering it to, or leaving it for, 
him at his office. 

53. Service of documents on members by company.- ( 1) A document 
may be served by a company on any member thereof either personally, 
or by sonding it by post to him to his registered address, or if he has 
no registered address in India, to the address, if any, within India 
supplled by him to the company for the giving of notices to bim . 
(2 ) Where a document is sent by post, 

(a ) service thereof shall be deemed to be effected by properly 
addressing , prepaying and posting a letter containing the dooument, 
provided that where a member has intimated to the company 


in ndvance that documents should be sent to him 
a certificate of posting or by registered post with or withoutacknowled . 

under 
gement due and has deposited with the company & cum sufficient to 
defray the expenses of doing so , service of the document sball not be 
deemed to be effected unless it is sent in the manner intimated by the 
member ; and 

b ) unless the contrary is proved , such service shall bedeemed to 
have been effected 

(i) in the case of a notice of a meeting, at the expiration of 
forty -eight hours after the letter containing the same is posted , and 

(ii) in any other case, at the time at which the letter would be 
delivered in the ordinary course of post . 

(3 ) A document advertised in a newspaper circulating in the neigh 
bourhood of the registered office of the company shall be deemed to be duly 
served on the day on which the advertisement appears, on every member 
of the company who has no registered address in India and has not sup 
plied to the company an adress within India for the giving of notices to him . 

(4 ) A document may be served by the company on the joint holders 
of a share by serving it on the joint-bolder named first in the register in 
respect of the share. 

( 5 ) A documentmay be served by the company on the persons en 
titled to a share in consequence of the death or insolvency ofa member by 
sending it through the post in a prepaid letter adressed to them by name, 
or by title of representatives ofthe deceased , or assignees of the insol 
vent , or by any like description , at the address, if any , in India supplied 
for the purpose by the persons claiming to be so entitled, or until such an 
address has been so supplied , by serving the document in any manner in 
which it might have been served if the death or insolvency had not 
occurred . 

Authentication of documents and proceedings 
54. Authentication of documents and proceedings.-- Save as otherwise 
expresely provided in this Act, a document or proceeding requiring authen. 
tication by a company may be signed by a director, the managing agent, 
the secretaries and treasurers, the manager. the secretary or other autho 
rised officer ofthe company, and need not be under its common seal. 

PART III 


. 


PROSPECTUS AND ALLOTMENT, AND OTHER MATTERS RELATING TO ISSUE 

OF SRARES OR DEBENTURES 

Prospectus 
55. Dating of prospectus. - A prospectus issued by or on behalf of 
a company or in relation to an intended company shall be dated , and that 
date shall, unless the contrary is proved ,be taken as the date of publication 
of the prospectus. 

56. Matters to be stated and reports to be set out in prospectus.- 
( 1) Every prospectus issued 

( a ) by or on behalf of a company, or 

(6 ) by or on behalf of any person who is or has been engaged 
or interested in the formation of a company, 


shall state the matters specified in Part I of Schedule II and set out the 
reports specified in Part II of that Schedule; and the said Parts I and II 
shall have effect subject to the provisions contained in Part IIT of that 
Schedule. 

12) A condition requiring or binding an applicant for shares in or 
debentures of a company to waive compliance with any of the requirements 
of this section , or púrporting to affect bim with notice of any contract. 
document or matter not specifically referred to in the prospectus, shall 
be void . 

( 3 ) No one sball issue any form of application for shares in or deben 
tures of a company , unless the form is accompanied by a prospectus which 
complies with the requirements of this section : 

Provided that this sub section shall not apply if it is shown that the 
form of application was issued either 

(a ) in connection with a bona fide invitation to a person to enter 
into an underwriting agreement with respect to the shares or deben 
tures ; or 

(6 ) in relation to shares or debentures which were not offered to 
the public. 

If any person acts in contravention of the provisions of this sub -section , 
he shall be punishable with fine wbich may extend to five thousand rupees. 

(4 ) A director or other person responsible for the prospectus shall not 
incur any liability by reason of any non -compliance with , or contravention o 
of, any of the requirements of this section , if 

( a ) as regards any matter pot disclosed , he proves that he had 
no knowledge thereof; or 

(6 ) he proves that the non -compliance or contravention arose 
from an honest mistake of fact on his part ; or 

( c ) the non - compliance or contravention was in respect of 
matters which , in the opinion of the Court dealing with the case, were 
immaterial, or was otberwise such as ought, in the opinion of that 
Court, having regard to all the circumstances of the case, reasonably 
to be excused : 

Provided that no director or other person shall incur any liability in 
respect of the failure to include in a prospectus a statement with respect 
to the matters specified in clause 18 of Schedule Il, unless it is proved 
that he had knowledge of the matters not disclosed . 
(5) This section shall not apply 

(a ) to the issue to existing members or debenture holders of a 
company of a prospectus or form of application relating to shares in 
or debentures of the company , whether an applicant for shares or 
debentures will or will not have the right to renounce in favour of 
other persons; or 

(6 ) to the issue of a prospectus or form of application relat 
ing to shares or debentures wbich are, or are to be, in all respects 
uniform with shares or debentures previously issued and for the 
time being dealt in or quoted on a recognised stock exchange; 
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but, subject as aforesaid , this eection shall apply to a prospectus or a form 
of application , whether issued on or with reference to the formation of a 
company or subsequently , 

(6 ) Nothing in this section . shall limit or diminish any liability which 
any person may incur under the general law or under this Act apart from 
this section . 

57. Expert to be unconnected with formation or management of 
company .-- A prospectus inviting persons to subscribe for shares in or 
debentures of a company shall not include a statement purporting to be 
made by an expert, unless the expert is a person who is not, and has not 
been , engaged or interested in the formation or promotion , or in themanage 
ment, of the company . 

(58 ) Expert s consent to issue of prospectus containing statement 
by him . - A prospectus inviting persons to subscribe for shares in or 
debentures of a company and including a statement purporting to be made 
by an expert shall not be issued , upless 

( a ) he has given his written consent to the issue thereof with the 
statement included in the form and context in which it is included , and 
bas not withdrawn such consent before the delivery of a copy of the 
prospectus for registration ; and 

( b ) a statement that he has given and has not withdrawn his 
consent as aforesaid appears in the prospectus. 

59. Penalty and interpretation .- ( 1) If any prospectus is issued in 
contravention of section 57 or 58, the company, and every person , who is 
knowingly a party to the issue thereof, shall be punishable with fine which 
may extend to five thousand rupees. 

( 2 ) In sections 57 and 58, the expression " expert" includes an engineer , 
a valuer, an accountant and any other person whose profession gives 
authority to a statement made by him . 

60. Registration of prospectus.- (1) No prospectus shall be issued by 
or on behalf of a company or in relation to an intended company unless, 
on or before the date of its publication , there has been delivered to the 
Registrar for Registration a copy thereof signed by every person who is 
named therein as a director or proposed director of the company or by bis 
agent authorised in writing, and having endorsed thereon or attached 
thereto 

( a ) any consent to the issue of the prospectus required by section 58 
from any person as an expert; and 
(6 ) in the case of a prospectus issued generally , also – 

( i) a copy of every contract required by clause 16 of 
Schedule II to be specified in the prospectus, or, in the case of & 
contract not reduced into writing, a memorandum giving full 
particulars thereof; and 

(ii ) where the persons making any report required by Part II 
of that Schedule have made therein , or have, without giving the 
reasons, indicated therein , any such adjustments as are mentioned 
in clause 32 of that Schedule, a written statement signed by those 
persons setting out the adjustments and giving the reasons 

therefor . 
(2) Every prospectus to which sub -section (1) applies shall, on the 
face of it , 
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( a ) state that a copy has been delivered for registration as 

required 
by this section ; and 

(6 ) specify any documents required by this section to be endorsed 
on or attached to the copy so delivered , or refer to statements included 
in the prospectus wbich specify those documents . 
3) The Registrar shall not register a prospectus, 

( a ) unless it is dated and the copy thereof signed in the manner 
required by this section and unless further it has endorsed thereon or 
attached thereto the documents (if any ) specified as aforesaid ; and 

( 6 ) in case the prospectus names any person as the auditor, 
legal adviser, attorney , solicitor, banker or broker of the company or 
proposed company, unless also it is accompanied by thy consent in 
writing of the person so named , to act in the capacity stated . 

(4 ) No prospectus shall be issued more than ninety days after the date 
on which a copy thereof is delivered for registration ; and if a prospectus is 
so issued , it shall be deemed to be a prospectus a copy of which has not been 
delivered under this section to the Registrar . 

(5 ) If a prospectus is issued without a copy thereof being delivered 
under tbis section to the Registrar or without the copy sɔ delivered having 
endorsed thereon or attached thereto the required consent or documents , 
the company , and every person who is knowingly a party to the issue of 
the prospectus, shall be punishable with fine which may extend to five 
thousand rupees . 

61. Terms of contract montioned in prospectus or statement in lieu 
of prospectus, not to be varied . A company shall not, at any time, vary 
the terms of a contract referred to in the prospectus or statement in lieu 
of prospectus , except subject to the approval of, or except on authority 
given by, the company in generalmeeting. 

62. Civil liability for mis -statements in prospectus.-- 11) Subject to 
the provisions of this section , where a prospectus invites persons to subscribe 
for shares in or debentures of a company, the following persons shall be 
liable to pay compensation to every person who subscribes for any shares or 
debentures on the faith of the prospectus for any loss or damage he may 
have sustained by reason of any untrue statement included therein , that is 
to say , 

(a ) every person who is a director of the company at the time of 
the issue of the prospectus ; 

(6 ) every person who has authorised himself to be named and is 
named in the prospectus either as a director, or as having agreed to 
beconie a director, either immediately or after an interval of time; 

(c ) every person who is a promoter of the company; and 
(d ) every person who has authorised the issue of the prospectus; 


Provided that where, under section 58, the consent of a person is 
required to the issue of a prospectus and he has given that consent, or 
wbere , under clause (b ) of sub- section ( 3 ) of section 60 , the consent 
of a person named in a prospectus is required and he has given 
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that consent, he shall not, by reason of having given such consent, be liable 
under this sub - section as a person who has authorised the issue of thy 
prospectus except in respect of an untrue statement, if any , purporting 
to be made by him as an expert . 
(2 ) No, person shall be liable under sub -section ( 1), if he prove3 - 

(a ) that, having consented to become a dirccsor of the company , 
he withdrew his consent before the issue of the prospectus, and 
that it was issued without his authority or consont; 

(6 ) that the prospectus was issued without his knowledge or 
consent, and that on becoming aware of its issue, he forth with give 
reasonable public notico that it was issued without his knowledge 
or consent; 

(c ) that, after the issue of the prospectus and beforo allotment 
thereunder , he, on becoming aware of any untrue statement therrin , 
withdrew his consent to the prospectus and gavo reasonable public 
notice of the withdrawal and of the reason therefor ; or 
( d ) that 

( i) as. regards every untrue statement not purporting to 
be made on the authority of an export or of a public oticis 
document or statement, he had reasonable ground to believe , 
and did up to the time of the allotment of the shares or 
debentures, as the case may be, - believo, that the statement 
was true; and 

(ii) as regards every untrue statement purporting to be 
a statement by an expert or contained in what purports to be 
a copy of or an extract from a report or valuation of an oxpert, 
it was & correct and fair representation of the statement, 
or a correct copy of, or a correct and fair extract from , the report 
or valuation; and he had reasonable ground to believe , and did 
up to the time of the issue of the prospectus believe , that 
the person making the statement was competent to make it and 
that that person had given the consent required by section 58 
to the issue of the prospectus and had not withdrawn that 
consent before delivery of a copy of the prospectus for 
registration or , to the defendant s knowledge, before allotment 
thereunder ; and 

(iii) as regards every untrue statement purportiog to be 
a statement made by an official person or contained in what 
purports to be a copy of or extract from a public official document, 
it was a correct and fair representation of the statement, or 

a correct copy of, or a correct and fair extract from , the document: 
Provided that this sub-section sball not apply in the case of a person 
liable, by reason of his huving given a consent required of hin by 
section 58 , as a person who has authorised the issue of the prospectus 
in respect of an untrue statement purporting to be made by him as 
an expert. 

(3) A person who, apart from this sub-section , would , under sub 
section ( 1), be liable by reason of his having given a consent required 
of him by section 58 as a person who has authorised the issue of 
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a prospectus in respect of an untrue statement purporting to be made 
by him as an expert, shall not be so liable , if he proves 


of the reason 


(a ) that, having given his consent under section 58 to the 
issue of the prospectus, be withdrew it in writing before delivery 
of a copy of the prospectus for registrtion ; 
(6 ) that, after delivery of copy 

of the prospectus for regis . 
tration and before allotment thereunder, he , on becoming aware 
of the untrue statement, withdrew his consent in writing and gave 
reasonable public notice of the withdrawal and 
therefor; or 

(c ) that he was competent to make the statement and that he had 
reasonable ground to believe , and did up to the time of the allotment 
of the shares or debentures, believe , that the statement was true. 
( 4 ) Where 

( a ) the prospectus specifies the name of a person as a director of 
the company, or as having agreed to become a director thereof, and 
he has not consented to become a director, or has withdrawn bis 
consent before the issue of the prospectus, and has not authorised or 
consented to the issue thereof; or 

(6 ) the consent of a person is required under section 58 to the 
issue of the prospectus and he either has not given that consent or 
bas withdrawn it before the issue of the prospectus; 


the directors of the company excluding those without whose knowledge or 
consent the prospectus was issued , and every other person who authorised 
the issue thereof, shall be liable to indemnify the person referred to in clause 
( a ) or clause (6 ), as the case may be, against all damages, costs and ex 
penses to which he may be made liable by reason of his name having been 
inserted in the prospectus or of the inclusion therein of a statement pur 
porting to be made by bim as an expert, as the case may be, or in defend 
ing himself against any suit or legal proceeding brought against bim in 
respect thereof ; 

Provided that a person shall not be deemed for the purposes of this 
sub -section to have authorised the issue of a prospectus by reason only 
of his having given the consent required by section 58 to the inclusion 
therein of a statement purporting to be made by him as an expert, 

(5 ) Every person who , becomes liable to make any payment by virtue 
of this section , may recover contribution , as in cases of contract, from 
any other person who, if sued separately, would have been liable to make 
the same payment, unless the former person was, and the latter person 
was not, guilty of fraudulent misrepresentation , 


(6 ) For the purposes of this section 
(a ) the expression promoter " means 

a promoter who was 
a party to the preparation of the prospectus or of the portion 
thereof containing the untrue statement, 

but does not include 
any person by reason of his acting in a professional capacity for 
persons engaged in procuring the formation of the company ; and 
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(b ) the expression " expert" has the samo meaning as in 
section 58 . 


63. Criminal liability for mis -statements in prospectus.- (1) Where 
a prospectus issued after the commencement of this Act includes any 
untrue statement, every person who authorisad the issue of the prospectus 
shall be punishable with imprisonment for a term which may extend 
to two years , or with fine which may extend to five thousand rupees, 
or with both , unless he proves either that the statement was immaterial 
or that he had reasonable ground to believo , and did up to the time 
of the issue of the prospectus believe, that the statement was true. 


( 2 ) A Person shall not be deemed for the purposes of this section to 
have authorised the issue of a prospectus by reason only of his baving 
given 


( a ) the consent required by section 58 to the inclusion therein 
of a statement purporting to be made by him as an expert, or 


(6 ) the consent required by clause (6 ) of sub section (3 ) of 
section 60 . 


64. Document containing offer of shares or debentures for sale to be 
deemed prospectus.- ( 1) Where a company allots or agrees to allot 
any shares in or debentures of the company with a view to all or any 
of those shares or debentures being offered for sale to the public , any 
document by which the offer for sale to the public is made shall, for all 
purposes , be deemed to be a prospectus issued by the company; and all 
enactments and rules of law as to the contents of prospectuses and as to 
liability in respect of statements in and omissions from prospectuses, 
or otherwise relatiog to prospectuses, shall apply with the modifications 
specified in sub -sections ( 3), (4 ) and (5 , and have effect accordingly , 
as if the shares or debentures had been offered to the public for subscription 
and as if persons accepting the offer in respect of any shares or debentures 
were subscribers for those shares or debentures, but without prejudice to 
the liability , if any, of the persons by whom the offer is made in respect 
of mis -statements contained in the document or otherwise in respect 
thereof. 


( 2 ) For the purposes of this. Act, it shall , unless the contrary is 
proved , be evidence that an allotment of, or an agreement to allot, 
shares or debentures was made with a view to the shares or debentures 
being offered for sale to the public if it is shown 


( a ) that an offer of the shares or debentures or of any of them 
fore sale to the public was made within six months after the 
allotment or agreement to allot; or 


(6 ) that at the date when the offer was made, the whole 
consideration to be received by the company in respect of the shares 
or debentures had not been received by it. 

5 
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( 3) Section 56 as applied by this section shall have effect as if it 
required a prospectus to state in addition to the matters required by 
that section to be stated in & prospectus 


(a ) the net amount of the consideration received or to be received 
by the company in respect of the shares or debentures to which 
the offer relates; and 

(6 ) the place and time at which the contract under which 
the -said shares or debentures have been or are to be allotted may be 
inspected . 


(4 ) Section 60 as applied by this section shall have effect. as if 
the persons making the offer were persons named in 

a prospectus as 
directors of a company . 


(5 ) Where a person making an offer to which this section relates 
is a company or a firm , it shall be sufficient if tbe document referred 
to in sub-section ( 1) is signed on behalf of the company or firm by 
two directors of the company or by not less than one-half of the partners 
in the firm , as the case may be; and any such director or partner may 
sign by bis agent authorised in writing . 


65. Interpretation of provisions relating to prospectuses.- ( 1) For 
the purposes of the foregoing provisions of this part 


( a ) a statement included in a prospectus shall be deemed to be 
untrue, if the statement is misleading in the form and context in 
which it is included ; and 

( 6 ) where the omission from a prospectus of any matter is 
calculated to mislead , the prospectus shall be deemed , in respect 
of such omission , to be a prospectus in which an untrue statement 
is included . 

( 2 ) For the purposes of sections 61, 62 and 63 and clause (a ) of 
sub-section ( 1) of this section , the expression ( included ” when used with 
reference to a prospectus , means included in the prospectus itself or 
contained in any report or memorandum appearing on the face thereof 
or by reference incorporated therein or issued therewith . 


66. Newspaper advertisements of prospectus. - Where any prospectus 
is published as a newspaper advertisement, it shall not be necessary in 
the advertisement to specify the contents of the memorandum or the 
signatories thereto, or the number of shares subscribed for by them . 


67. Construction of references to offering shares or debentures to 
the public etc.- ( 1 ) Any reference in this Act or in the articles of a 
company to offering shares or debentures to the public sball, subject 
to any provision to the contrary contained in this Act and subject also 
to the provisions of sub -sections ( 3) and (4 ), be construed as including 
a reference to offering them to any section of the public, whether selected 
as members or debenture holders of the company concerned or as clients 
of the person issuing the prospectus or in any other manner. 
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(2 ) Any reference in this Act or in the articles of a company to invita 
tions to the public to subscribe for shares or debentures shall, subject as 
aforesaid , be construed as including a reference to invitations to subscribe 
for them extended to any section of the public, whether selected as members 
or debenture holders of the company concerned or es clients of the person 
issuing the prospectus or in any other manner . 

(3) No offer or invitation shall be treated as made to the public by 
virtue of sub- section ( 1) or sub- section ( 2 ), as the case may be , if the offer 
or invitation can properly be regarded , in all the circumstances- 


( a ) as not being calculated to result, directly or indirectly , in the 
shares or debentures becoming available for snbscription or purchase 
by persons other than those receiving the offer or invitation ; or 


(6 ) otherwise as being a domestic concern of the persons making 
and receiving the offer or invitation , 


(4 ) Without prejudice to the generality of sub-section ( 3), a provision 
in a company s articles prohibiting invitations to the public to subscribe for 
shares or debentures shall not be taken as probibiting the making to 
members or debenture holders of an invitation which can properly be 
regarded in the manner set forth in that sub-section . 


. 


( 5) The provisions of this Act relating to private companies shall be 
construed , in accordance with the provisions contained in sub-sections 
( 1) to (4 ) 


68. Penalty for fraudulently inducing persons to invest money. - Any 
person who , either by knowingly or recklessly making any statement, 
promise or forecast which is false, deceptive or misleading , or by any 
dishonest concealment of material facts, induces or attempts to induce 
another person to enter into , or to offer to ter into 


(a ) any agreement for , or with a view to , acquiring , disposing 
of, subscribing for , or underwriting shares or debentures; or 


(6 ) any agreement the purpose or pretended purpose of which is 
to secure a profit to any of the parties from the yield of shares or 
debentures, or by reference to fluctuations in the value of shares or 
debentures; 


shall be punishable with imprisonment for a term which may extend to 
five years, or with fine which may extend to ten thousand rupees, or 
with both . 


Allotment 


69. Prohibition of allotment unless minimum subscription roceived . 
( 1) No allotment shall be made of any share capital of a company offered 
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to the public for subscription, unless the amount stated in the prospectus 
as the minimum amount wbich, in the opinion of the Board of directors, 
must be raised by the issue of share capital in order to provide for the 
matters specified in clause 5 of Schedule Il has been subscribed , and the 
sum payable on application for the amount 

so stated has been paid to 
and received by the company , whether in cash or by a cheque or other 
instrument which Was been paid . 


12 ) The amount so stated in the prospectus shall be reckoned exclu . 
sively of any amount payable otherwise than in money , and is in this Act 
referred to as “ the minimum subscription " . 


(3 ) The amount payable on application on each share shall not be less 
than five per cent. of the nominal amount of the share . 


(4 ) All moneys received from applicants for shares shall be deposited 
and kept deposited in a Scheduled Bank until they are returned in accord 
ance with the provisions of sub -section ( 5 ) or until the certifioate to 
commence business is obtained under section 149. 


In the event of any contravention of the provisions of this sub -section, 
every promoter, director or other person who is knowingly responsible for 
such contravention shall be punishable with fine which may extend to five 
thousand rupees. 


(5 ) If the conditions aforesaid have not been complied with on the ex 
piry of one hundred and twenty days after the first issue of the prospectus, 
all moneys received from applicants for shares shall be forthwith repaid to 
them without interest; and if any such money is not so repaid within one 
hundred and thirty days after the issue of the prospectus, the directors 
of the company shall be jointly and severally liable to repay that money 
with interest at the rate of six per cent. per annum from the expiry of 
the one hundred and thirtieth day : 


Provided that a director shall not be so liable if he proves that the 
default in the repayment of the money was not due to any misconduct or 
negligence on his part . 


(6) Any condition purporting to require or bind any applicant for 
shares to waive compliance with any requirement of this section shall 
be void . 


(7 ) This section , except sub -section ( 3) thereof, shall not apply in 
relation to any allotment of shares subsequent to the first allotment of 
shares offered to the publio for subscription . 


70. Prohibition of allotment in certain cases unless statement in lieu 
of prospectus delivered to Registrar.- (1) A company having a sbare 
capital, which does not issue a prospectus on or with reference to 
its formation , or which has issued such a prospectus but has not 
proceeded to allot any of the shares offered to the public for 
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subscription , shall not allot any of its shares or debentures unless at least 
three days before the first allotment of either shares or debenturos, there has 
been delivered to the Registrar for registration a statement in lieu of 
prospectus signed by every person who is named therein ns a director or 
proposed director of the company or by bis agent authorised in writing , in 
the form and containing the particulars set out in Part I of Schedulo III 
and , in the cases mentioned in Part II of that Schedule , setting out the 
reports specified therein , and the said Parts I and II shall have effect subject 
to the provisions contained in Part III of that Schedule . 


(2 ) Every statement in lieu of prospectus delivered under sub -section 
( 1 ), shall , where the persons making any such report as aforesaid bavo 
made therein , or have without giving the reasons indicated therein , any 
such adjustments as are mentioned in clause 5 of Schedule III, have 
endorsed thereon or attached thereto a written statement signed by those 
persons, setting out the adjustments and giving the reasons thereof. 


( 3 ). This section shail not apply to a private company. 


( 4 ) If a company acts in contravention of sub-section ( 1) or (2 ), the 
company, and every director of the company who wilfully , authorises or 
permits the contravention, shall be punishable with fine which may extend 
to one thousand rupees. 


(5 ) Where a statement in lieu of prospectus delivered to the Registrar 
under sub-section (1) inoludes any untrue statement, any person who 
authorised the delivery of the statement in lieu of prospectus for registration 
shall be punishable with imprisonment for a term which may extend to two 
years or with fine which may extend to five thousand rupees or with both , 
unless he proves either that the statement was immaterial or that be had 
reasonable ground to believe, and did up to the time of the delivery for 
registration of the statement in lieu of prospectus believe, that the statement 
was true, 
(6 ) For the purposes of this section 

( a ) a statement included in a statement in lieu of prospectus shall 
be deemed to be untrue if it is misleading in the form and context in 
which it is included ; and 

(6 ) where the omission from a statement in lieu of prospectus of 
any matter is calculated to mislead , the statement in lieu of prospectus 
shall be deemed , in respect of such omission , to be a statement in lieu 
of prospectus in which an untrue statement is inoluded . 

(7 ) For the purposes of sub-section (5 ) and clause (a ) of sub -section 
(6 ), the expression included " , when used with reference to a statement 
in lieù of prospectus, means included in the statement in lieu of prospectus 
itself or contained in any report or memorandum appearing on the face 
thereof, or by reference incorporated therein , or issued therewith . 


71. Effect of irregular allotment.- ( 1) An allotment made by a 
company to an appplicant in contravention of the provisions of section 69 or 
70 shall be voidable at the instance of the applicant 
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(a ) within two months after the holding of the statutory meeting 
of the company, and not later, or 


16 ) in any case where the company is not required to hold a 
statutory meeting or where the allotment is made after the holding 
of the statutory , meeting , within two months after the date of the 
allotment, and not later, 

(2 ) The allotment shall be voidable as aforesaid, notwithstanding 
that the company is in course of being wound up. 


(3 ) If any director of a company knowingly contravenes, or wilfully 
authorises or permits the contravention of, any of the provisions of section 
69 or 70 with respect to allotment, he shall be liable to compensate the 
company and the allottee respectively for any loss, damages or costs which 
the company or the allottee may have sustained or incurred thereby. 


Provided that proceedings to recover any such loss, damages or costs 
shall not be commenced after the expiration of two years from the date 
of the allotment. 


72. Applications for, and allotment of, shares and debentures. 
( 1) (a ) No allotment shall be made of any shares in ordebentures of a 
company in pursuance of a prospectus issued generally , and no proceedings 
shall be taken on applications made in pursuance of a prospectus so issued , ” 
until the beginning of the fifth day after that on which the prospectus is 
first so issued or such later time, if any, as may be specified in the 
prospectus: 

Frovided that where, after a prospectus is first issued generally , a 
public notice is given by some person responsible under section 62 for the 
prospectus which has the effect of excluding, limiting or diminishing his 
responsibility , no allotment shall be made until the beginning of the fifth 
day after that on which such public notice is first given . 


(6 ) Nothing in the foregoing proviso shall be deemed to exclude , 
limit or diminish any liability that might be incurred in the case referred 
to therein under the general law or this Act . 


(c ) The beginning of the fifth day or such later time as is mentioned 
in the first paragraph of clause (a ), or the beginning of the fifth day 
mentioned in the second paragraph of that clause, as the case may be, is 
hereinafter in this Act referred to as the time of the opening of the 
subscription lists” . 


( 2 ) In sub - section ( 1), the reference to the day on which the pros 
pectus is first issued generally shall be construed as referring to the day 
on which it is first so issued as a newspaper advertisement : 


Provided that, if it is not so issued as a newspaper advertisement 
before the fifth day after that on which it is first so issued in any 
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other manner , the said reference shall be construed as referring to the day 
on which it is first so issued in any manner. 

(3 ) The validity of an allotment shall not be affected by any 
contravention of the foregoing provisions of this section ; but, in the event 
of any such contravention , the company , and every officer of the company 
who is in default, shall be punishable with fine which may extend to 
five thousand rupees. 

(4 ) In the application of this section to a prospectus offering shares 
or debentures for sale, sub -sections ( 1) to (3 ) shall have effoct with 
the substitution of references to sale for relerences to allotment, and 
with the substitution for the reference to the company and every officer 
of the company who is in default of a reference to any person by or through 
whom the offer is made and who is knowingly guilty of, or wilfully 
authorises or permits, the contravention . 

(5 ) An application for shares in , or debentures of, a company, which 
is made-in pursuance of a prospectus issued generally shall not be revocable 
until after the expiration of the fifth day after the time of the opening 
of the subscription lists, or the giving , before the expiry of the said 
fifth day by some person responsible under section 62 for the prospectus, 
of a public notice having the effect under that section of excluding, 
limiting or diminishing the responsibility of the person giving it . 


73. Allotment of shares and debentures to be dealt in on stock 
exchange.- ( 1) Where a prospectus, whether issued generally or not, states 
that application has been or will be made for permission for the shares 
or debentures offered thereby to be dealt in on a recognised stock ex 
change, any allotment made on an application in pursuance of the prog 
pectus shall , whenever made, be void, if the permission has not been 
applied for before the tenth day after the first issue of the prospectus or, 
if the permission has not been granted before the expiry of three weeks 
from the date of the closing of the subscription lists or such longer period 
not exceeding six weeks as may , within the said three weeks, be notified 
to the applicant for permission by or on behalf of the stock exchange . 


(2 ) Where the permission has not been applied for as aforesaid , or has 
not been granted as aforesaid , the company shall forth with repay without 
interest all moneys received from applicants in pursuance of the prospectus, 
and , if any such money is not repaid within eight days after the company 
becomes liable to repay it , the directors of the company shall be jointly and 
severally liable to repay that money with interest at the rate of five per 
cent. per annum from the expiry of the eighth day : 


Provided that a director shall not be liable if he proves that the defrult 
in the repayment of the money was not due to any misconduct or negli. 
gence on his part. 

(3 ) All moneys received as aforesaid shall be kept in a separate bank 
account maintained with a Scheduled Bank so long as the company may 
become liable to repay it under sub -section (2); and if default is made in 
complying with this sub- section , the company, and every officer of the 
company who is in default , shall be punishable with fine which may 
extend to five thousand rupees . 


42 


(4 ) Any condition (purporting to require or bind any applicant for 
shares or debentures to waive compliance with any of the requirements 
of this section shall be void . 

(5) For the purpose of this section , permission shall not be deemed 
to be refused if it is intimated that the application for permission though 
not at present granted , will be given further consideration . 
(6 ) This section shall have effect 

(a ) in relation to any shares or debentures agreed to be taken 
by a person underwriting an offer thereof by a prospectus, as if he had 
applied therefor in pursuance of the prospectus; and 

(6 ) in relation to a prospectus offering shares for sale, with 
the following modifications, namely , 

(i) references to sale shall be substituted for references to 
allotment; 

(ii) the persons by whom the offer is made, and not the 
company, shall be liable under sub -section (2) to repay money 
received from applicants, and references to the company s liability 
under that sub - section shall be construed accordingly ; and 

( iii) for the reference in sub -section ( 3 ) to the company 
and every officer of the company who is in default, there shall 
be substituted a reference to any person by or through whom the 
offer is made and who is knowingly guilty of, or wilfully authorises , 

or permits , the default. 
(7 ) No prospectus shall state that application has been made for 
permission for the shares or debentures offered thereby to be dealt in on 
any stock exchange, unless it is a recognised stock exchange . 

74. Manner of reckoning fifth , eighth and tenth days in sections 72 
and 73. - in reckoning for the purposes of sections 72 and 73, the fifth day , 
the eighth day, or the tenth day after another day , any intervening day 
which is a public holiday under the Negotiable Instruments Act, 1881 
( XXVI of 1881), shall be disregarded , and if the fifth , eighth , or tenth day 
( as so reckoned ) is itself such a public holiday, there shall for the said 
purposes be substituted the first day thereafter which is not such a holiday. 

75. Return as to allotments.- (1). Whenever a company having a 
share capital makes any allotment of its shares, the company shall, within 
one month thereafter , 

(a ) file with the Registrar a return of the allotments , stating the 
number and nominal amount of the shares comprised in the allotment, 
the names , addresses and occupations of the allottees, and the amount, 
if any, paid or due and payable on each share ; 

(6 ) in the caso ofshares (not being bonus shares) allotted as fully 
or partly paid up otherwise than in cash , produce for the inspection 
and examination of the Registrar a contract in writing constituting 
the title of the allottee to the allotment together with any contract of 
salo, or a contract for services or other consideration in respect of 
which that allotment was made, such contracts being duly štæmped , 
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and , file with the Registrar copies verified in the prescribed manner of all 
such contracts and a return stating the number and nominal amount of 
shares so allotted , the extent to which they are to be treated as paid up, 
and the consideration for which they have been allotted ; and 

( c) in the case of bonus shares, file with the Registrar a return 
stating the number and nominal amount of the bonus shares so 
allotted , 

( 2 ) Where & contract such as is mentioned in clause (6 ) of sub-section 
( 1) is not reduced to writing , the company shall, within one month after 
the allotment, file with the Registrar the prescribed particulars of the 
contract stamped with the same stamp duty as would have been payable 
if the contract had been reduced to writing ; and those particulars shall be 
deemed to be an instrument within the meaning of the Indian Stamp Act, 
1899 ( II of 1899 ), and the Registrar may , as a condition of filing the 
particulars, require that the duty payable thereon be adjudicated under 
section 31 of that Act . 

( 3 ) If the Registrar is satisfied that in the circumstances of any 
particular case the period of one month specified in sub-sections (1 ) and ( 2 ) 
for compliance with the requirements of this section is inadequate, he may 
extend that period as he thin s fit ; and if he does so , the provisions of 
sub -sections ( 1 ) and ( 2 ) shall have effect in that particular case as if for the 
said period of one month the extended period allowed by the Registrar 
were substituted . 

(4 ) If default is made in complying with this section , every officer of 
the company who is in default shall be punishable with fine which may 
extend to five hundred rupees for every day during which the default 
continues : 

Provided that, in case of default in filing with the Registrar any 
document required to be filed by this section within the time specified 
therein , the company, or any officer who is in default , may apply to the 
Court for relief, and the Court , if satisfied that the omission to file the 
document was accidental or due to inadvertence or that on other grounds 
it is just and equitable to grant relief, may make an order extending the 
time for the filing of the document for such period as the Court may think 
proper. 

(5) Nothing in this section shall apply to the issue and allotment by 
a company of shares which under the provisions of its articles were forfeited 
for non - payment of calls. 

Commissions and Discounts 
76. Power to pay certain commissions and prohibition of payment of 
all other commissions, discounts, etc.- (1 ) A company may pay a commission 
to any person in consideration of 

( a ) his subscribing or agreeing to subscribe , whether absolutely 
or conditionally, for any shares in , or debentures of, the company, or 

(6 ) bis procuring or agreeing to procure subscriptions, whether 
absolute or conditional; for any shares in , or debentures of, the 

company , 
if the following conditions are fulfilled , namely : 
(i) the payment of the commission is authorised by the articles; 
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as 


(ii) the commission paid or agreed to be paid does not exceed 
in the case of shares, five per cent of the price at which the shares 
are issued or the amount or rate authorised by the articles , whichever 
is less, and in the case of debentures, two and a half per cent. of the 
price at which the debentures are 

issued or the amount or rate 
authorised by the articles, wbichever is less ; 

(iii ) the amount or rate per cent of the commission paid or 
agreed to be paid is 

in the case of shares or debentures offered to the public 
for subscription , disclosed in the prospectus; and 

in the case of shares or debentures not offered to the public 
for subscription , disclosed in the statement in lieu of prospectus, 
or in a statement in the prescribed form signed in like manner 

a statement in lieu of prospectus and filed before the 
payment of the commission with the Registrar and , where a 
circular or notice , not being a prospectus inviting subscription 
for the shares or debentures , is issued , also disclosed in that 
circular or notice ; and 

( iv ) the number of shares or debentures which persons have 
agreed for a commission to subscribe absolutely or conditionally is 
disclosed in the manner aforesaid . 

(2 ) Save as aforesaid and save as provided in section 79 , no company 
shall allot any of its shares or debentures or apply any of its capital 
money , either directly or indirectly , in payment of any commission," 
discount or allowance , to any person in consideration of 

( a ) bis subscribing or agreeing to subscribe, whether absolutely 
or conditionally, for any shares in , or debentures of, the company, or 

(6 ) his procuring or agreeing to procure subscriptions, whether 
absolute or conditional, for any shares in , or debentures of, the 

coinpany , 
whether the shares, debentures or money be so 

or applied by 
being added to the purchase money of any property acquired by the 
company or to the contract price of any work to be executed for the 
company, or the money be paid out of the nominal purchase money or 
contract price , or otherwise . 

( 3) Nothing in this section shall affect the power of any company 
to -pay such brokerage as it has heretofore been lawful for a company 
to pay . 

(4 ) A vendor to, promoter of, or other person who receives payment 
in shares , debentures or money from , a company shall have and shall be 
deemed always to have had power to apply any part of the shares, 
debentures or money so received 

in payment of any commission the 
payment of which , if made directly by the company , would have been 
legal under this section . 

(5) If default is made in complying with the provisions of this 
rection , the company, and every officer of the company who is in default , 
shall be punishable with fine which may extend to five hundred rupees. 
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77. Restrictions on purchase by company, or loans by company for 
purchase, of its own or its holding company s shares.- (1) No company 

imited by sbares, and no company limited by guarantco and having 
a share capital, shall have power to buy its own shares, unless tho 
conscquont reduction of capital is effected and sanctioned in pureunaco 
of sections 100 to 104 or of section 402 . 

(2) No public company , and no private company wbich is a subsidiary 
of a public company , shall givo, whether directly or indirect y, and 
whether by means of a loan , guarantee, the provision of security or 
otherwise, any financial assistance for the purpose of or in connection 
with a purchase or subscription made or to be made by any person 
of or for any shares in the company or in its holding company: 
Provided that nothing in this sub -section shall be taken to probibit 

(a ) the lending of money by a banking company in the ordinary 
course of its business ; or 

(6 ) the provision by a company, in accordance with any scheme 
for the time being in force, of money for tho purchase of, or 
subscription for, fully paid shares in the company or its holding 
company, being a purchase or subscription by trustees of or for shares 
to be held by or for the benefit of employees of the company, including 
any director holding a salaried office or employment in the compoy ; or 

(ci the making by a company of loans, within the limit laid 
down in sub -section ( 3 ), to persons (other than directors, managing 
agents, secretaries and treasurers or managers) bona fide in the 
employment of the company, with a view to enabling those persons 
to purchase or subscribe for fully paid shares in the company or its 
holding company to be held by themselves by way of beneficial 
ownership 

( 3 ) . No loan made to any person in pursuance of clauss (c ) of the 
foregoing proviso shall exceed in amount his salary or wages at that time 
for a period of six months. 


( 4 ) If a company acts in contravention of sub -sections ( 1) to (3 ), 
the company, and every officer of the company who is in default , shall be 
punishable with fine which may extend to one thousand rupees. 

(5 ) Nothing in this section shall affect the right of a company to 
redeem any shares issued under section 80 or under any corresponding 
provision in any previous companies law . 


Issue of Shares at Premium and Discount 


78. Application of premiums received on issue of shares. - 1 ) Where 
a company issues shares at a premium , whether for cash or otherwise, 
a sum equal to the aggregate amount or value of the premiums on those 
shares shall be transferred to an account, to be called the shara premium 
account" ; and the provisions of this Act relating to the reduction of 
the share capital of a company shall, except as provided in this section , 
apply as if the share premium account were paid -up share capital 


of the company. 
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(2) The share premium account may , notwithstanding anything in , 
sub - section ( 1), be applied by the company 

(a ) in paying up unissued shares of the company to be issued 
to members of the company as fully paid bonus shares; 

(b ) in writing off the preliminary expenses of the company ; 

(c) in writing off the expenses of, or the commission paid 
or discount allowed on , any issue of shares or debentures of the 
company ; or 

(d ) in providing for the premium payable on the redemption of 
any redeemable preference shares or of any debentures of the company. 

(3 ) Where a company bas, before the commencement of this Act, 
issued any shares at a premium , this section shall apply as if the shares 
had been issucd after the commencement of this Act : 


Provided that any part of the premiums which has been so applied 
that it does not at the commencement of this Act form an identifiable 
part of the company s reserves within the meaning of Schedule VI, 
shall be disregarded in determining the sum to be included in the share 
premium account . 


79. Power to issuo shares at a discount.- ( 1 ) A company shall not 
issue shares at a discount except as provided in this section , 


( 2 ) A company may issue at a discount shares in the company of 
a class already issued , if the following conditions are fulfilled , namely : 

(i ) the issue of the shares at a discount is authorised by a 
resolution passed by the company in generalmeeting, and sanctioned 
by the Court; 

(ii ) the resolution specifies the maximum rate of discount 
( not exceeding ten per cent. or such higher percentage as the 
Central Government may permit in any special case ) at which the 
shares are to be issued ; 

(iii ) not less than one year has at the date of the issue elapsed 
since the date on wbich the company was entitled to commence 
business; and 

(iv ) the shares to be issued at a discount are issued within 
two months after the date on which the issue is sanctioned by the Court 
or within such extended time as the Court may allow . 


(3 ) Where a company has passed a resolution authorising the issue 
of shares at a discount, it may apply to the Court for an order sanctioning 
the iesue; and on any such application , the court, if, having regard 
to all the circumstances of the case, it thinkis proper so to do , may make 
on order sanctioning the issue on such terms and conditions as it thinks fit. 


(4 ) Every prospectus relating to the issue of the shares shall contain 
particulars of the discount allowed on the issue of the shares or 
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of so much of that discount as has not been written off at the date of 
the issue of the prospectus. 

If default is made in complying with this sub -section , the company , 
and every officer of the company who is in default, shall be punishable with 
fine which may extend to fifty rupees. 


Redeemable Preference Shares 
80. Power to issue redeemable preference shares.- (1 ) Subject to the 
provisions of this section , a company limited by shares may , if so authorised 
by its articles, issue preference shares which aro, or at the option of the 
company are to be liable , to be redeemed : 
Provided that 

(al no such shares shall be redeemed except out of profits of the 
company which would otherwise be available for dividend or out of 
the proceeds of a fresh issue of shares made for the purposes of the 
redemption ; 

(6 ) no such shares shall be redeemed unless they are fully paid ; 

(c) the premium , if any, payable on redemption shall have been 
provided for out of the profits of the company or out of the company s 
share premium account, before the sbares are redeemed ; 

( d ) where any such shares are redeemed otherwise than out of the 
proceeds of a fresh issue, there shall, out of profits which would 
Otherwise have been available for dividend , be transferred to a reserve 
fund, to be called " the capital redemption reserve lund ” , a sum equal 
to the nominal amount of the shares redeemed ; and the provisions of 
this Act relating to the reduction of the share capital of a company 
shall, except as provided in this section , apply as if the capital 
redemption reserve fund were paid - up share capital of the company. 

( 2 ) Subject to the provisions of this section , the redemption of 
preference shares thereunder may be effected on such terms and in such 
manner as may be provided by the articles of the company . 

(3 ) The redemption of preference shares under this section by a 
company shall not be taken as redacing the amount of its authorised share 
capital. 

(4 ) Where in pursuance of this section , a company has redeemed or 
is about to redeem any preference shares, it shall bave power to issue shares 
up to the nominal amount of the shares redeemed or to be redeemed as 
if those shares bad never been issued ; and accordingly the share capitalof 
the company shall not, for the purpose of calculating the fees payablo under 
section 601, be deemed to be increased by the issue of shares in pursuance 
of this sub - section : 


Provided that, where new shares are issued before the redemption of 
the old shares, the new shares shall not, so far as relates to stamp duty, 
be deemed to have been issued in pursuance of this sub -section unless the 
old shares are redeemed within one month after the issue of the new 
shares. 


48 


(5 ) The capital redemption reserve 

furd may, notwithstanding 
anything in this section , be applied by the company , in paying up unissued 
shares of the company to be issued to members of the company as fully 
paid bonus shares. 


(6) If a company fails to comply with the provisions of this section, 
the company, and every officer of the company who is in default, shali 
be punishable with fine which may extend to one thousand rupees . 


Further Issue of Capital 


81. Further issue of capital.-- 11 ) Where at any time subsequent to 
the first allotment of shares in a company, it is proposed to increase the 
subscribed capital of the company by the issue of new shares, then , sub 
ject to any directions to the contrary which may be given by the company 
in general meeting , and subject only to those directions 

congueur 
(al such new shares shall be offered to the persons who, at the 
date of the offer , are holders of the equity shares of the company, in 
proportion , as nearly as circumstances admit, to the capital paid up 
on those shares at that date; 

sau bara 
(1 ) the offer aforesaid shall be made by notice specifying the 
number of shares offered and limiting a time not being less than fifteen 
days from the date of the offer within which the offer, if not accepted 
will be deemed to have been declined ; 

(c) unless the articles of the company otherwise provide, the 
offer aforesaid shall be deemed to include a right exercisable by the 
person concerned to renounce the shares offered to him or any of 
them in favour of any other person ; and the notice referred to in 
clause (5 ) shall contain a statement of this right; 

(d ) after the expiry of the time specified in the notice aforesaid , 
or on receipt of earlier intimation from the person to whom such 
notice is given that he declines to accept the shares offered , the 
Board of directors may dispose of them in such manner as they think 
most beneficial to the company. 

Explanation . In this sub -section , “ equity share capital and 
" equity sbares" have the samemeaning as in section 85 . 


(2 ) Nothing in clause (c) of sub-section ( 1) shall be deemed - 

ia ) to extend the time within which the offer should be 
accepted , or 


(b ) to authoriso any person to exercise the right of renunciation 
for a second time, on the ground that the person in whose favour the 
renunciation was first made has declined to take the shares comprised 
in the renunciation . 


( 3) This section shall not apply to a private company . 


PART IV 


SHARE CAPITAL AND DEBENTURES 


Nature, Numbering and Certificate of Sharcs 
82. Nature of sharos. - The shares or other interest of any member 
in a company shall be movable property, transferablo in the manner 
provided by the articles of the company . 


83. Numbering of shares. - Each share in a company having a share 
capital shall be distinguished by its appropriate number. 

84. Certificate of shares. - A certificate , under the common scal of 
the company, specifying any shares held by any member, shall be 
prima facie evidence of the title of the member to such shares. 

Kinds of share capital 


85. Two kinds of share capital.- (1) " preference share capital" 
means, with reference to any company limited by shares, whether formed 
before or after the commencement of this Act, that part of the share capital 
of the company which fulfils both the following requirements, namely : 

( a ) that as respects dividends, it carries or will carry a pre. 
ferential right to be paid a fixed amount or an amount calculated 
at a fixed rate, which may be either free of or subject to 
income-tax; and 

(b ) that as respects capital, it carries or will carry , on a winding 
up or repayment of capital, a preferential right to be repaid the 
amount of the capital paid up or deemed to bave been paid up, 
whether or not there is a preferential rigbt to the payment of either 
or both of the following amounts , namely : 

(i ) any money remaining unpaid , in respect of the amounts 
specified in clause (a , up to the date of the winding up or 
repayment of capital; and 

( ii) any fixed premium or premium on any fixed scale , 
specified in the memorandum or articles of the company. 


Explanation . - Capital shall be deemed to be preference capital, 
notwithstanding that it is entitled to either or both of the following 
rights , namely : 

(i) that, as respects dividends, in addition to the preferential right 
to the amount specified in clause ( a ), it has right to participate, 
whether fully or to a limited extent, with capital not entitled to the 
preferential right aforesaid ; 

( ii) that, as respects capital, in addition to tho preferential right 
to the repayment, 

on a winding up, of the amounts specified 
in clause (b ), it has a right to participate, whether fully or to a 
limited extent, 

with capital not entitled that preferential 


to 
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right in any surplus which may remain after the entire capital 
has been repaid . 

( 2 ) " equity share capital” means, with reference to any such 
company , all share capital which is not preference share capital. 

(3 ) The expressions " preference share" and " equity share” shall be 
construed accordingly . 

86. New issues of share capital to be only of two kinds. - The share 
capital of a company limited by shares formed after the commencement 
of this Act , or issued after such commencement, shall be of two kinds 
only , namely : 

(a ) equity share capital; and 
(6) preference share capital. 


87. Votſng rights.- ( 1) Subject to the provisions of section 89 and 
sub -section ( 2 ) of section 92 


(a ) every member of a company limited by shares and holding 
any equity sbare capital therein shall have a right to vote, in respect 
of such capital, on every resolution placed before the company; and 


(6 ) bis voting right on a poll shall be in proportion to his share 
of the paid up equity capital of the company . 


(2 ) (a ) Subject as aforesaid and save as provided in clause (b) of this 
sub -section , every member of a company limited by shares and holding 
any preference share capital therein sball , in respect of such capital, have 
a right to vote only on resolutions placed before the company which directly 
affect the rights attached to bis preference shares . 


Explanation . Any resolution for winding up the company or for 
the repayment or reduction of its share capital shall be deemed directly 
to affect the rights attached to preference shares within the meaning of 
this clause. 

(6) Subject as aforesaid , every member of a company limited by 
shares and holding any perference share capital therein sball, in respect of 
such capital, be entitled to vote on every resolution placed before the 
company at any meeting, if the divident due on such capital or any part 
of such dividend has remained unpaid 

(i) in the case of cumulative preference shares, in respect 
of an aggregate period of not less than two years preceding 
the date of commencement of the meeting; and 

(ii) in the case of non -cumulative preference shares, either 
in respect of a period of not less than two years ending with 
expiry of the financial 

year immediately 

preceding the 
commencement of the meeting or in respect of an aggregate 
period of not less than three years comprised in the six years 
ending with the expiry of the financial year aforesaid . 


1) 
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Explanation._For the purposes of this clause, dividend shall be 
deemed to be due on preference shares in respect of any period , whether a 
dividend has been declared by the company on such shares for such period . 
or rot, 

(a ) on the last day specified for the payment of sucb dividend for 
such period , in the articles or other in :trumeut executed by the company 
in that behalf ; or 


(6 ) in case no day is so specified , on the day immediately following 
such period . 


(c ) Where the bolder of any preferenco share has a right to vote 
on any resolution in accordance with the provisions of this sub -section , 
his voting right on a poll , as the holder of such share, shall, subject 
to the provisions section 89 and sub- section (2 ) of section 92 , be in 
the same proportion as the capital paid up in respect of the preference 
share bears to the total paid up equity capital of the company . 


88. Prohibition of issue of shares with disproportionate rights. 
No company formed after the commencement of this Act, or issuing any 
share capital after such commencement, shall issue any shares (not being 
preference shares) which carry voting rights or rights in the company as 
to dividend , capital or otherwise which are disproportionate to the rights 
attaching to the holders of other shares (not being preference shares). 


89. Termination of disproportionately excessive voting rights in exist 
ing companies .- ( 1 ) If at the commencement of this Act any shares, by 
whatever Dame called , of any existing company limited by shares carry 
voting rights in excess of the voting rights attaching under sub -section 
( 1) of section 87 to equity shares in respect of which the same amount 
of capital has been paid up, the company shall, within a period of one 
year from the commencement of this Act, reduce the voting rights in respect 
of the shares first mentioned so as to bring them into conformity with the 
voting rights attached to such equity shares under sub -section ( 1) of 
section 87 . 


( 2 ) Before the voting rights are brought into such conformity, the 
holders of the shares in question shall not exercise in respect thereof voting 
rights in excess of what would have been exercisable by them if the capital 
paid up on their shares had been equity share capital, in respect of tho 
following resolutions placed before the company, namely : 


(a ) apy resolution relating to the appointment or re-appointment 
of a director or of a managing agent or secretaries and treasurers, or to 
any variation in the terms of an agreement between the company and a 
managing or whole-time director thereof or its managing agent or 
secretaries and treasurers; 


(6 ) any resolution relating to the appointment of buying or selling 
agents ; 

(c ) any resolution relating to the graut of a loan or to the 
giving of a guarantee or any other financial assistance, to any 
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other body corporate having any person as managing agent or 
secretaries and treasurers who is also either the manuging agent or 
the secretaries and treasurers of the company or an associate of 
such managing agent or secretaries and treasurers 

(3 ) If, by reason of the failure of the requisite proportion of any 
class of members to agree, it is not found possible to comply with the 
provisions of sub- section ( 1 ), the company shall, within one month of 
the expiry of the period of one year mentioned in that sub -section , 
apply to the Court for an order specifying the manner in which the 
provisions of that sub -section shall be complied with ; and any order made 
by the Court in this behalf shall bind the company and all its 
shareholders. 

If default is made in complying with this sub -section , the company, 
and every officer of the company who is in default, shall be punishable 
with fine which may. extend to one thousand rupees. 

( 4 ) The Central Government may, in respect of any shares issued by 
a company before the 1st day of December, 1949, exempt the company 
from the requirements of sub -sections ( 1), (2 ) and (3 ), wholly or in part, 
if in the opinion of the Central Government the exemption is required 
either in the public interest or in the interests of the company or of 
any class of shareholders therein or of the creditors or any class of 
creditors thereof, 

Every order of exemption made by the Central Government under 
this sub - section shall be laid before both Houses of Parliament as soon as 
may be after it is made . 
90. Savings. — Nothing in sections 85 to 89 shall , - 

(a ) in the case of any sbares issued before the commencement 
of this Act, affect any voting rights attached to the shares save as 
otherwise provided in section 89, or any right attached to the shares 
as to dividend , capital or otherwise ; or 

(6 ) apply to a private company , unless it is a subsidiary of a 
pablic company. 


Miscellaneous provisions as to share capital 


91. Calls on shares of same class to be made on uniform basis. 
Where after the commencement of this Act, any calls for further share 
capital are made on shares , such calls shall be made on a uniform basis 
on all shares fal.ing under the same class . 


Explanation . For the purposes of this section, shares of the same 
nominal value on which different amounts have been paid up shall not 
be deemed to fall under the same class. 


92. Power of company to accept unpaid share capital, although not 
called up.- ( 1) A company may, if so authorised by its articles, accept 
from any member the whole or a part of the amount remaining unpaid 
on any shares held by him , although no part of that amount has been 
called up . 
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.(2 ) The member shall not however bo entitlod , where tho compray is 
one limited by sharos, to any voting rights in respect of the moneys go paid 
by him until the same would , but for such payment, become presently. 


payable. 


93. Paymont of dividend in proportion to amount paid up. - A company 
may, if so authorised by its articles , pay dividends in proportion to the 
amount paid up on each share where & larger amount is paid up on sono 
shares than on others. 


94. Power of limited company to alter its share capital. - ( ! ) A 
limited company having a share capital, may , if so authorised by its articles, 
alter the conditions of its memorandum as followe, that is to say, it may 


(a ) increase its share capital by such amount as it thinks expedient 
by issuing new shares; 


Ibi consolidate and divide all or any of its share capital into share 
of larger amount than its existing shares; 


( c ) convert all or any of its fully paid up sbares into stock , and 
reconvert tbat stock into fully paid up shares of any denomination ; 


(d ) sub-divide its shares, or any of them , into shares of emaller 
amount than is fixed by the memorandum , so however , that in the 
sub - division the proportion between the amount paid and the amount, 
if any, unpaid on each reduced share shall be the same as it was 
in the case of the share from which the reduced share is derived ; 


(e) cancel shares which , at the date of the passing of the 
resolution in that behalf, have not been taken or agreed to be taken 
by any person , and diminish the amount of its share capital by the 
amount of the shares so cancelled . 


( 2) The powers conferred by this section shall be exercised by the 
company in general meeting and shall not require to be confirmed by 
the Court . 


( 3 ) A cancellation of shares in pursuance of this section shall not 
be deemed to be a reduction of share capital within the meaning of this 
Act. 


95. Notice to Registrar of consolidation of share capital, conversion 
of shares into stock , eto .- (1 ) If a company having a share capital has 


( a ) consolidated and divided its share capital into shares of 
larger amount than its existing shares ; 


(6 ) converted any shares into stock ; 


(c) re-converted any stock into shares; 
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(d ) sub- divided its shares or any of them ; 


(e) redeemed any redeemable preference shares; or 


a 


(1) cancelled any shares, otherwise than in conneciion with 
reduction of share capital under sections 100 to 104; 


the company shall within one month after doing so , give notice thereof 
to the Registrar specifying, as the case may be, the shares consolidated, 
divided , converted , sub - divided , redeemed or cancelled , or the stock 
reconverted , 

(2) The Registrar shall thereupon record the notice, and make any 
alterations which may be necessary in the company s memorandum or 
articles or both . 


(3 ) If default is made in complying with sub -section ( 1), the company, 
and every officer of the company who is in default , shall be punishable 
with fine which may extend to fifty rupees for every day during which 
the default continues. 


96. Effect of conversion of shares into stock . - Where a company 
having a share capital has converted any of its shares into stock , and 
given notice of the conversion to the Registrar, all the provisions of 
this Act which are applicable to shares only, shall cease to apply as to 
so much of the share capital as is converted into stock . 


97. Notice of increase of share capital or of members.- ( 1 ) Where 
a company having a share capital, whether its shares have or have not been 
converted into stock , has increased its share capital beyond the authorised 
capital, and where a company, not being a company limited by shares, 
has increased the number of its members beyond the registered number, 
it shall file with the Registrar, notice of the increase of capital or of 
members within fifteen days after the passing of the resolution authorising 
the increase; and the Registrar shall record the increase and also make 
any alterations which may be necessary in the company s memorandum 
or articles or both . 

(2 ) The notice to be given as aforesaid shall include particulars of 
the classes of shares affected and the conditions, if any , subject to which 
the new shares have been or are to be issued . 


(3 ) If default is made in complying with this section , the company, 
and every officer of the company who is in default, shall be punishable 
with fine which may extend to fifty rupees for every day during which 
the default continues. 


98. Power of unlimited company to provide for reserve share capital 
on re -registration . An unlimited company having a share capital may, 
by its resolution for registration as a limited company in pursuance of 
this Act, do either or both of the following things, namely : - 

(a ) increase the nominal amount of its share capital by 
increasing the nominal amount of each of its shares, bat subject to 
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the condition that no part of the increased capital shall be capablo 
of being called up except in the event and for the purposes of tho 
company being wound up; 

(6 ) provide that a specified portion of its uncalled share 
capital shall not be capable of being called up except in the cvent 
andafor the purposes of the company being wound up . 

99. Reserve llability of limited company .-A limited company may, 
by special resolution , determine that uny portion of its share capital 
which has not been already called up shall not be capable of being 
called up, except in the event and for the purposes of the company 
being wound up , and thereupon that portion of its share capital shuil 
not be capable of being called up except in that event and for those 
purposes. 

Reduction of Share Capital 


100. Special resolution for reduction of share capital. - ( 1) Subject 
to confirmation by the Court, a company limited by shares or a company 
limited by guarantee and having a share capital, may, if so authorised 
by its articles, by special resolution, reduce its share capital in any 
way ; and in particular and without prejudice to the generality of 
the foregoing power, may- 

( a ) extinguish or reduce the liability on any of its shares in 
respect of share capital not paid up; 

(6 ) either with or without extingushing or reducing liability on 
any of its shares, cancel any paid -up share capital which is lost, or 
is uprepresented by available assets; or 

( c ) either with or without extinguishing or reducing liability 
on any of its shares , puy off any paid -up share capital which is in 

excess of the wants of the company ; 
and may, if and so far as is necessary, alter its memorandum by 
reducing the amount of its share capital and of its shares accordingly . 

(2 ) A special resolution under this section is in this Act referred 
to as " a resolution for reducing share capital” . 

101. Application to Court for confirming order, objections by 
creditors, and settlement of list of objecting creditors.- (1 ) Where a 
company has passed a resolution for reducing share capital, it may 
apply, by petition , to the Court for an order confirming the reduction . 

(2 ) Where the proposed reduction of share capital involves either 
the diminution of liability in respect of unpaid share capital or the 
payment to any shareholder of any paid -up share capital," and in any 
other case if the Court so directs, the following provisions shall have 
effect, subject to the provisions of sub section ( 3) : 

ta ) every creditor of the company who at the date fixed by 
the Court is entitled to any debt or claim which , if that date were 
the commencement of the winding up of the company , would be 
admissible in proof against the company , shall be entitled to object 
to the reduction ; 


(o the Court shall settle a list of creditors so entitled to object , 
and for that purpose shall ascertaio, as far as possible without 
requiring an application from any creditor, the names of those creditors 
and the nature and amount of their debts or claims, and may publish 
potices fixing a day or days within which creditors not entered on 
the list are to claim to be so entered or 

are to be excluçled from 
the right of objecting to the reduction ; 

(c ) where a creditor entered on the list whose debt or claim 
is not discharged or has not determined does not consent to the 
reduction , the Court may , if it thinks fit, dispense with the consent 
of that creditor, on the company securing payment of his debt or claim 
hy appropriating, as the Court may direct, the following amount: 

(i) if the company admits the full amount of the debt 
or claim , or, though not admitting , it , is willing to provide 
for it , then , the full mount of the debt or claim ; 

(ii) if the company does not admit and is not willing to 
provide for the full amount of the debt or claim , or if the amount 
is contingent or not ascertained , then , an amount fixed by 
the Court after the like inquiry and adjudication as if the company 
were being wound up by the Court . 


( 3 ) Where a proposed reduction of share capital involves either 
the diminution of any liability in respect of unpaid share capital or 
the payment to any shareholder of any paid -up share capital, the Court 
inay , if, having regard to any special circumstances of the case , it thinks, 
proper so to do , direct that the provisions of sub - section (2 ) shall not 
apply as regards any class or any classes of creditors. 


102. Order confirming reduction and powers of Court on making such 
order. - I ) The Court, if satisfied with respect to every creditor of the 
company who under section 101 is entitled to object to the reduction , 
that either his consent to the reduction has been obtained or his debt or 
claim has been discharged , or has determined , or has been secured , may 
make an order confirming the reduction on such terms and conditions as 
it thinks fit . 


( 2) Where the Court makes any such order, it may 


(a ) if for any special reason it thinks proper so to do , mako 
an order directing that the company shall, during such period 
commencing on, or at any time after, the date of the order, as is 
specified in the order, add to its name as the last words thereof. 
the vords " and reduced ” , and 

(6 ) make an order requiring the company to publish as the 
Court directs the reasons for reduction or such other information 
in regard thereto as the Court may think expedient with a view to 
giving proper information to the public , and , if the Court thinks 
fit , the causes which led to the reduction . 


(3 ) Where a company is ordered to add to its name the words 
" and reduced ” , those words shall, until the expiration of the period 
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specified in the order, be deemed to be part of the name of tho 
company . 


103. Registration of order and minute of reduction .— ( 1) The Registrar 


mg ) on production to him of an order of the Court confirming 
the reduction of the share capital of a company; and 

reduction 

10 ) on the delivery to him of a certified copy of the order and 
of a minute approved by the Court showing, with respect to the 
share capital of the company as altered by the order, i) the amount 
of the share capital, ( ii ) the number of shares into which it is to 
be divided , (iii) the amount of each share, and (iv ) the amount, 
if any , at the date of the registration deemed to be paid up on each 
share; 


shall register the order and minute . 


( 2 ) On the registration of the order and minute, and not before, 
the resolution for reducing share capital as confirmed by the order shali 
take effect. 


( 3) Notice of the registration shall be published in such manner as 
the Court may direct. 


The Registrar shall certify under his hand the registration of 
the order and minute, and his certificate shall be conclusive evidence 
that all the requirements of this Act with respect to reduction of share 
capitai have been complied with , and that the share capital of the company 
is such as is stated in the minute , 


( 5 ) The minute when registered shall be deemed to be substituted 
for the corresponding part of the memorandum of the company, and 
shall be valid and alterable as if it had been originally contained therein . 


16 ) The substitution of any such minute as aforesaid for part of 
the memorandum of the company shall be deemed to be an alteration 
of the memorandum within the meaning and for the purposes of section 49 . 


104. Liability of members in respect of reduced shares.- ( 1) A member 
of che company , past or present, shall not be liable , in respect of any 
share, to any call or contribution exceeding in amount tho difference, 
if any, between the amount paid on the share, or the reduced amount, 
if any , wbich is to be deemed to have been paid thereon , as the case 
may be, and the amount of the share as fixed by the minute of 
reduction : 


Provided that, if any creditor entitled iņ respect of any debt or 
claim to object to the reduction of share capital is , by reason of his 
ignorance of the proceedings for reduction or of their nature and 
effect with respect to his debt or claim , not 

entered on the list of 
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creditors, and after the reduction the company is unable, within the 
meaning of section 434 , to pay the amount of his debt or claim , then 

(a ) every person who was a member of the company at the date 
of the registration of the order for reduction and minute, shall be 
liable to contribute for the payment of that debt or claim an amount 
not exceeding the amount which he would have been liable to contribute 
if the company had commenced to be wound up on the day immediately 
before the said date; and 

(6 ) if the company is wound- up , the Court, on the application 
of any such creditor and proof of his ignorance as aforesaid , may, 
if it thinks fit , settle accordingly a list of persons so liable to contribute, 
and make and enforce calls and orders on the contributories settled on 
the list, as if they were ordinary contributories in a winding up . 


(2 ) Nothing in this section shall affect the rights of the contributories 
among themselves . 


105. Penalty for concealing name of creditor, etc. - If any officer 
of the company 

(a ) knowingly conceals the name of any creditor entitled to 
object to the reduction ; 

(b ) knowingly misrepresents the nature or amount of the debt 
or claim of any creditor; or 

(c ) abets or is privy to any such concealment or misrepresentation 
as aforesaid ; 


he sball be punishable with imprisonment for a term which may extend 
to one year, or with fine , or with both . 


Variation of Shareholders Rights 


106. Alteration of rights of holders of special classes of shares.- ( 1) in 
the case of a company the share capital of which is divided into different 
classes of sbares, provision may be made by the memorandum or articles 
for authorising the variation of the rights attached to any class of shares 
in the company , subject to 

( a ) the consent of the holders of any specified proportion , not 
being less than three -fourths, of the issued shares of that class, or 

1b ) the sanction of a resolution passed at a separate meeting 
of the holders of those shares, and supported by the votes of the 
holders of any specified proportion , not being less than three -fourths, 
of those shares . 

(2 ) Any provision in the memorandum or articles of a company in 
force immediately before the commencement of this Act which specifies 
for the purpose aforesaid any proportion which is less than three- fourths 
of the shareholders of the class concerned shall, after such commencement, 
have effect as if a proportion of three -fourths had been specified therein 
instead , 
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107. lights of dissentient shareholders.- ( 1) If , in pursunnce of any 
provision such as is referred to in section 106 ,, the rights attached to 
any such class of shares are at any time varied , the holders of not less 
in the aggregate than ten per cent. of the issued shares of that class , 
being persons who did not consent to or vote in favour of tho resolution 
for the variation , may apply to the Court to have the variation cancelled , 
and where any such application is mado, the variation shall not havo 
effect unless and until it is confirmed by the Court. 


( 2 ) An application under this section shall be made within twenty 
one days after the date on which the consent was given or the resolution 
was passed , as the case may be , and may be made on behalf of the 
sharebolders entitled to make the application by such one 
or more of 
their number as they may appoint in writing 


the purpose. 


( 3 ) - On any such application , the Court, after hearing the applicant 
and any other persons who apply to the Court to be heard and appear 
to the Court to be interested in the application , may , if it is satisfied , 
having regard to all the circumstances of the case, that the variation 
would unfairly prejudice the shareholders of the class represented by the 
applicant, disallow the variation ; and shall, if not so satisfied , confirm 
the variation . 


( 4 ) The decision of the Court on any such application shall be 
final. 


( 5 ) The company shall, within fifteen days after the service on the 
company of any order made on any such application , forward a copy of 
the order to the Registrar ; and if default is made in complying with 
this provision , the company, and every officer of the company who is in 
default, " sball be punishable with fine which may extend to fifty 
rupees. 


Transfer of shares and debentures 


108. Transfer not to be registered except on production of instru 
ment of transfer .- ( 1) A company shall not register a transfer of shares 
in , or debentures of, the company, unless a 

proper instrument of 
transfer duly stamped and executed by or on behalf of the transferor 
and by or on behalf of the transferee and specifying the name , address 
and occupation , if any, of the transferee, has been delivered to the 
company along with the certificate relating to the shares or debentures, 
or if no such certificate is in existence , along with the letter of allotment 
of the shares or debentures : 


Provided that where, on an application in writing made to the 
company by the transferee and bearing the stamp required for an 
instrument of transfer, it is proved to the satisfaction of the Board 
of directors that the instrument of transfer signed by or on behalf of 
the transferor and by or on behalf of the transferee has been lost, 
the company may register the transfer on such terms as to indemnity 
as the Board may think fit : 
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Provided further that nothing in this section shall prejudice any power 
to whom the right to any shares in , or debentures of, the company 
of the company to register as shareholder or debenture holder any person 
has been transmitted by operation of law . 


(2 ) In the case of a company having no share capital, sub section 
( 1) shall apply as if the references therein to shares were references 
instead to the interest of the member in the company . 


109. Transfer by legal representative.- A transfer of the share or 
other interest in a company of a deceased member thereof made by his 
legal representative shall, although the legal representative is not himself 
a member, be as valid as if he had been a member at the time of the 
execution of the instrument of transfer. 


110. Application for transfer .- (1) An application for the registration 
of a transfer of the shares or other interest of a member in a company 
may be made either by the transferor or by the transferee . 


( 2) Where the application is made by the transferor and relates 
to partly paid shares, the transfer shall not be registered , unless the 
company gives notice of the application to the transferee and the transferee 
makes no objection to the transfer within two weeks from the receipt 
of the notice. 


( 3) For the purposes of sub-section (2 ), notice to the transferee 
shall be deemed to have been duly given if it is despatched by prepaid 
registered post to the transferee at the address given in the instrument 
of transfer, and shall be deemed to have been duly delivered at the time 
at which it would have been delivered in the ordinary course of post. 


111. Power to refuse registration and appeal against refusal. 
( 1) Nothing in sections 108 , 109 and 110 shall prejudice any power of 
the company under its articles to refuse to register the transfer of, 
or the transmission by operation of law of the right to , any shares or 
interest of a member in , or debentures of, the company . 

(2 ) If, in pursuance of any such power, a company refuses to 
register any such transfer or transmission of right , it shall, within 
two months from the date on which the instrument of transfer, or the 
intimation of such transmission , as the case may be, was delivered to 
the company, send notice of the refusal to the transferee and the 
transferor or to the person giving intimation of such transmission , as 
the case may be. 


If default is made in complying with this sub -section , the company, 
and every officer of the company who is in default , shall be punishable 
with fine which may extend to fifty rupees for every day during which 
the default continues. 


(3) The transferor or transferee, or the person who gave intimation 
of the transmission by operation of law , as the case may be, may, where 
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the .company is a public company or a privato company which is a 
subsidiary of a public company, appeal to the Central Government 
against any refusal of the company to register the transfer or transmission , 
or against any failure on its part , within the period referred to in sub 
section (2 ), either to register the transfer or transmission or to send notice 
of its refusal to register the samo. 

(4) An appeal to the Central Government under sub-section (3 ) 
shall be made 

(a ) in case the appeal is against the refusal to register a transfer 
or transmission , within two months of the receipt by him of the 
notice of refusal; and 

(6 ) in case the appeal is against the failure referred to in sub 
section ( 3), within two months from the expiry of the period referred 
to in sub-section (2 ). 

( 5 ) The Central Government shall , after causing reasonably notice 
to be given to the company and also to, the transferor and the transferee 
cr, as the case may require , to the person giving intimation of the 
transmission by operation of law and the previous owner, if any, and 
giving them a reasonable opportunity to make their representations, if 
any , in writing, by order , direct either that the transfer or transmission 
shall be registered by the company or that it need not be registered by 
it; and in the former case, the company shall give effect to the decision 
forthwith . 

(6 ) The Central Government may , in its order aforesaid , give such 
incidental and consequential directions as to the payment of costs or 
otherwise as it thinks fit . 

( 7 ) All proceedings in appeals under sub-section (3) or in relation 
thereto shall be confidential, and no suit , prosecution or other legal 
proceeding shall lie in respect of any allegation made in such proceedings, 
whether orally or otherwise . 

( 8 ) In the case of a private company which is not a subsidiary 
of a public company, where the right to any shares or interest of a 
member in , or debentures of, the company , is transmitted by a sale 
thereof held by a Court or other public authority, the provisions of 
sub -sections (3 ) to ( 7) shall apply as if the company were & public 
company : 

Provided that the Central Government may, in lieu of an order 
under sub- section (5 ), pass an order directing the company to register 
the transmission of the right unless any member or members of the 
company specified in the order acquire the right aforesaid within such 
time as may be allowed for the purpose by the order, on payment 
to the purchaser of the price paid by bim therefor or such other sum as 
the Central Government may determine to be a reasonable compensation 
for the right in all the circumstances of the case . 

112. Certification of transfers.- ( 1) The certification by a company 
of any instrument of transfer of shares in , or debentures of the company, 
shall be taken as a representation by the company to any person 
acting on the faith of the certification that there have been produced 
to the company such documents as on the face of them show a prima 
facie title to the shares or debentures in the transferor named in the 
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instrument of transfer , but not as a representation that the transferor 
has any title to the shares or debentures. 

(2 ) Where any person acts on the faith of an erroneous certification 
made by a company negligently, the company shall be under the same 
liability to him as if the certification bad been made fraudulently . 
( 3 ) For the purposes of this section 

(a ) an instrument of transfer shall be deemed to be certificated 
if it bears the words “ certificate lodged " of words to the like effect; 

(6) the certification of an instrument of transfer shall be deemed 
to be made by a company, if 

(i) the person issuing the certificated instrument is a person 
authorised to issue such instruments of transfer on the company s 
behalf ; and 

( ii ) the certification is signed by any officer or servant of 
the company or any other person , authorised to certificate 
transfers on the company s behalf, or if a body corporate has 
been 80 authorised , by any officer or servant of that budy 
corporate ; 

(c) a certification shall be deemed to be signed by any person, 
if it purports to be authenticated by his signature unless it is shown 
that the signature was placed there neither by himself nor by any 
person authorised to use the signature for the purpose of certificating 
transfers on the company s behalf, 


Issue of Certificate of Shares, etc. 


113. Limitation of time for issue of certificates.- ( 1) Every company 
shall, within three months after the allotment of any of its shares, 
debentures or debenture stock , and within three months after the 
application for the registration of the transfer of any sucb shares, 
debentures or debenture stock , complete and have ready for delivery 
the certificates of all shares, the debentures, and the certificates of all 
debenture stock allotted or transferred , unless the conditions of issue 
of the sbares, debentures or debenture stock otherwise provide. 

The expression " transfer” , for the purposes of this sub-section, 
means a transfer duly stamped and otherwise valid , and does not include 
any transfer which the company is for any roason entitled to refuse to 
register and does not register . 

(2 ) If default is made in complying with sub -section ( 1), the 
company, and every officer of the coinpany who is in default , shall be 
punishuvle with fine which may extend to five hundred rupees for every 
day during which the default continues. 

(3) If any company on which a notice has been served requiring 
it to make good any default in complying with the provisions of sub 
section (! ), fuils to make good the defuult within ten days after the 
service of the notice , the Court may , on the application of the person 
entitled to have the certificates or the debentures delivered to him , 
make an order directing the company and any officer of the company 
to make good the default within such time as may be specified in the 
order ; and any such order may provide that all costs of and incidental 
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to the application shall be borne by the company or by any oficer of 
the company responsible for the default. 


Share warrants 


114 :) Issue and effect of share warrants to bearer.- (1) A public 
company limited by sbares, if so authorised by ito articles, may, with 
the previous approval of the Central Government, with respect to any 
fully paid -up shares, issue under its common seal a warrant stating that 
the bearer of the warrant is entitled to the shares therein specified, and 
may provide, by coupons or otherwise, for the payment of the future 
dividends on the shares specified in the warrant. 

( 2 ) The warrant aforesaid is in this Act referred to as a " share 
warrant" , 

(3 ) A share warrant shall entitle the bearer thereof to the shares 
therein specified , and the shares may be transferred by delivery of the 
. warrant . 


115. Share warrants and entries in register of members.-( 1 ) On the 
issue of a share warrant , the company shall strike out of its register of 
members the name of the member then entered therein as holding the 
shares specified in the warrant as if he had ceased to be a member, and 
shall enter in that register the following particulars, namely : 

( a ) the fact of the issue of the warrant; 

(6 ) a statement of the shares specified in the warrant, dis 
tinguishing each share by its number; and 

(c ) the date of the iesue of the warrant. 
( 2 ) The bearer of a share warrant shall, subject to the articles of 
the company, be entitled , on surrendering the warrant for cancellation 
and paying such fee to the company as the Board of directors may from 
time to time determine , to have his name entered as a member in the 
register of members . 

( 3) The company shall be responsible for any loss incurred by 
any person by reason of the company entering in its register ofmembers 
the name of a bearer of a share warrant in respect of the shares therein 
specified , without the warrant being surrendered and cancelled , 

(4 ) Until the warrant is surrendered, the particulars specified in 
sub-section (1 ) shall be deemed to be the particulars required by this 
Act to be entered in the register of members; and, on the surrender, 
the date of the surrender shall be entered in that register . 

-15) Subject to the provisions of this Act, the bearer of a share 
warrant may, if the articles of the company so provide, be deemed to 
be a member of the company within the meaning of this Act, for any 
purposes defined in the articles. 

(6 ) If default is made in complying with any of the requirements 
of this section , the company, and every officer of the company who is 
in default , shall be punishable with fine which may extend to fifty rupees 
for every day during which the default continues. 
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Penalty for personation of shareholder 


person 


116. Penalty for personation of shareholder.- If any 
deceitfully personates an owner of any share or interest in a company, 
or of any sháre warrant or coupon issued in pursuance of this Act, and 
thereby obtains or attempts to obtain any such share or intorost or 
any such share warrant or coupon , or receives or attempts to receive 
any money due to any such owner, he shall be punishable with 
imprisonment for a term which may extend to three years and shall 
also be liable to fine. 


Special Provisions as to Debentures 
117. Debentures with voting rights not to be issued hereafter._ 
No company shall, after the commencement of this Act, issue any 
debentures carrying voting rights at any meeting of the company, whether 
generally or in respect of particular classes of business. 

118. Right to obtain copies of and inspect trust deed.- ( 1) A copy 
of any trust deed for securing any issue of debentures shall be forwarded 
to the holder of any such debentures or any member of the company, at 
bis request and within seven days of the making thereof, on payment 

(a ) in the case of a printed trust deed , of the sum of one 


rupee ; and 


(6 ) in the case of a trust deed which has not been printed, 
of six annas for every one bundred words or fractional part thereof 
required to be copied . 

(2 ) If a copy is refused , or is not forwarded within the time 
specified in sub -section ( 1), the company , and every officer of the 
company who is in default, shall be punishable, for each offence , with 
fine which may extend to fifty rupees and with a further fine which 
may extend to twenty rupees for every day during which the offence 
continues . 

(3) The Court may also, by order, direct that the copy required 
shall forthwith be sent to the person requiring it. 

(4 ) The truet deed referred to in sub -section ( 1) shall also be open 
to inspection by any member or debenture holder of the company in 
the same manner, to the same extent , and on payment of the same 
fees, as if it were the register of members of the company . 

119. Liability of trustees for debenture holders .-- ( 1) Subject to the 
provisions of this section , any provision contained in a trust deed for 
securing an issue of debentures, or in any contract with the holders 
of debentures secured by a trust deed , shall be void in so far as it 
would bave the effect of exempting a trustee thereof from , or indemnifying 
bin against, liability for breach of trust, where he fails to show tho 
degree of care and diligence required of him as trustee, having regard 
to the provisions of the trust deed conferring on him any powers , 
authorities or discretions , 
( 2 ) Sub-section ( 1) shall not invalidate 

(a ) any release otherwise validly given in respect of anything 
dono or omitted to be done by a trustee before the giving of 
the release ; or 
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(6 ) any provision enabling such a relcame to be given 

(i) on the agreement thereto of a majority of not leas 
than three -fourths in value of the debenture holders present 
and voting in person or, where proxies are permitted , by proxy , 
at a meeting summoned for the purpose; ang 

(ii) either with respect to specific acts , or omissions or on 
the trustee dying or ceasing to act . 
(3 ) Sub -section (1) shall not operate 

to invalidate any provision in force at the commencement 
of this Act so long as any person then entitled to the benefit 
of that provision or afterwards given the benefit thereof under 
sub-section (4 ) remains a trustee of the deed in question ; or. 

(6 ) to deprive any person or any exemption or right to be 
indemnified in respect of anything done or omitted to be done by 
him while any such provision was in force . 

(4 ) While any trustee of a trust deed remains entitled to the 
benefit of a provision saved by sub- section ( 3 ), the benefit of that 
provision may be given either 

(a ) to all trustees of the deed , present and future; or 

(6 ) to any named trustees or proposed trustees thereof; 
by a resolution passed by a majority of not less than three-fourths in 
avalue of the debenture holders present in person or, where proxies are 
permitted , by proxy , at a meeting called for the purpose in accordance 
with the provisions of the deed or, if the deed makes no provision for 
calling meetings, at a meeting called for the purpose in any manner 
approved by the Court. 


120. Perpetual debentures.-- A condition contained in any debentures 
or in any deed for securing any debentures, whether issued or executed 
before or after the commencement of this Act, shall not be invalid by 
reason only that thereby, the debentures are made irredeemable or 
redeemable only on the happening of a contingency, however remote, or 
on the expiration of a period , however long . 


121. Power to re- issue redeemed debentures in certain cases . 
( 1 ) Where either before or after the commencement of this Act, & 
company has redeemed any debentures previously issued , then , 

( a ) unless any provision to the contrary , whether express or 
implied , is contained in the articles, or in the conditions of issue , or 
in any contract entered into by the company ; or 

(6) unless the company has, by passing a resolution to that 
effect or by some other act , manifested its intention that the 

debentures shall be cancelled ; 
the company shall have, and shall be deemed always to have had , 
tho right to keep the debentures alive for the purposes of re- issue ; 
and in exercising such a right, the company shall have, and shall be 
deemed always to have had , power to re- issue the debentures either 
by re- issuing the same debentures or by issuing other debentures in 


their place. 
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the debentures 


or 


(2 ) Upon such re - issue , the person entitled to 
shall have, and shall be deemed always to have had , the same rights 
and priorities as if the debentures had never been redeemed . 

(3) Where with the object of keeping debentures alive for the 
purpose of re-issue, įthey have, either before or after the commencement 
of this Act, been transferred to a nominee of the company , a transfer 
from that nominee shall be deemed to be a re-issue for the purposes 
of this section , 

(4) Where a company has, either before or after the commencement 
of this Act, deposited any of its debentures to secure advances from 
time to time on current account otherwise, the debentures shall 
not be deemed to bave been redeemed by reason only of the 
account of the company having ceased to be in debit whilst the 
debentures remained so deposited . 

(5 ) The re- issue of a debenture or the issue of another debenture 
in its place under the power by this section given to , or deemed to 
have been possessed by, a company, whether the re - issue 

or issue 
was made before or after the commencement of this Act , shall be 
treated as the issue of a new debenture for the purposes of stamp 
duty , but it shall not be so treated for the purposes of any provision 
limiting the amount or number of debentures to be issued : 

Provided that any person lending money on the security of a debenture 
re- iseued under this section which appears to be duly stamped may 
give the debenture in evidence in any proceedings for enforcing his 
security without payment of the stamp duty or any penalty in respect 
thereof, unless he had notice or, but for his negligence, might have 
discovered , that the debenture was not duly stamped ; but in any such 
case the company shall be liable to pay the proper stamp duty and penalty . 
(6 ) Nothing in this section shall prejudice 

(a) the operation of any decree or order of a Court of competent 
jurisdiction pronounced or made before the twenty - fifth day of 
February , 1910 , as between the parties to the proceedings in which 
the decree or order was made; 

(6 ) where an appeal has been preferred against any such decree 
or order, the operation of any decree or order passed on such 
appeal, as between the parties to such appeal; or 

(c ) any power to issue debentures in the place of any deben 
tures paid off or otherwise satisfied or extinguished , reserved to 
a company by its debentures or the securities for the same. 


122. Specific performance of contract to subscribe for debentures. 
A cantract with a company to take up and pay for any debentures 
of the company may be enforced by a decree for specific performance. 

123. Payments of certain debts out of assets subject to floating charge 
in priority to claims under the charge.- ( 1) Where either 

( a ) a receiver is appointed on behalf of the holders of any 
debentures of a company secured by a floating charge; or 

(6) possession is taken by or on behalf of those debenture 
holders of any property comprised in or subject to the charge: 
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then , if the company is not at the time in conra of being wound 
up. the debts which in every winding up are, under the provisions 
of Part VII relating to preferential payments, to be paid in priority 
to all other debts, shall be paid forthwith out of any ussety coming 
to the hands of the receiver or other person tking possession ng 
aforesaid in priority to any claim for principal or interest in respect 
of the debentures. 

(2 ) In tho application of the provisions nforeonid, section 530 
shall be construed as if the provision for pıyment of accrued holiday 
remuneration becoming payable on the termination of employment 
before or by the effect of the winding up order or resolution vero a 
provision for payment of such remuneration becoming payable on the 
termination of employment before or by the effect of the appointment of 
the receiver or possession being taken as aforesaid . 

(3 ) The periods of time mentioned in the said provisions of Part 
vit shall be reckoned from the date of appointment of the receiver or 
of possession being taken as aforesaid , the case may be. 

(4 ) Where the date referred to in sub section (3 ) occurred before 
the commencement of this Act, sub - sections ( 1) and ( 3 ) sball have 
effect with the substitution , for references to the said provisions of 
Part VII, of references to the provisions which , by virtue of sub-section 
(9 ) of section 530 , are deemed to remain in forco in the case therein 
mentioned , and sub- section (2 ) shall not apply . 

(5 ) Any payments made under this section shall be recouped , as 
far as may be, out of the assets of the company available for payment 
of general creditors . 


PART V 


REGISTRATION OF CHARGES 


124. " Charge ” to include mortgage in this part. - In this Part, the 
expression " charge ” includes a mortgage. 

125. Certain charges to be void against liquidator or creditors unless 
registered.- ( 1 ) Subject to the provisions of this Part, every charge 
created on or after the 1st day of April , 1914 , by a company and being 
a charge to which this section applies shall , so far as any security on 
the company s property or undertaking is conferred thereby, be void 
against the iiquidator and any creditor of the company, unless the 
prescribed particulars of the charge, together with the instrument, if any, 
by which the charge is created or evidenced , or a copy thereof verified 
in the prescribed manner, are filed with the Registrar for registration in 
the manner required by this Act within twenty.one days after the date 
of its creation , 

( 2 ) Nothing in sub -section ( 1) shall prejudice any contract or 
obligation for the repayment of the money secured by the charge. 

( 3) When a charge becomes void under this section , the money 
secured thereby shall immediately become payable . 
(4 ) This section applies to the following cherges: 

( a) a charge for the purpose securing any issue of debentures; 
• (b ) a charge on uncalled share capital of the company; 
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( c ) a charge on any immovable property, wherever situato , or 
any interest therein ; 

(d ), a charge on any book debts of the company ; 

(e) a charge, not being a pledge, on any movable property of 
the company ; 

a floating charge on the undertaking or any property of the 
company including stock - in - trade ; 

a charge on calls made but not paid ; 
( It ) a charge on a ship or any share in a ship ; 
(i) a charge on goodwill, on a patent or 

a licence under a 
patent, on a trade mark , or on a copyright or a licence under a 
copyright . 


(5 ) In the case of a charge created out of India and comprising 
solely property situate outside India , twenty -one days after the date on 
which the instrument creating or evidencing the charge or a copy thereof 
could , in due course of post and if despatched with due diligence , have 
been received in India, shall be substituted for twenty -one days after 
the date of the creation of the charge, as the time within which the 
particulars and instrument or copy are to be filed with the Registrar , 


6 ) Where a charge is created in India but comprises property 
outside India , the instrument creating or purporting to create the charge 
under this section or a copy thereof verified in the prescribed manner , 
may be filed for registration , notwithstanding that further proceedings 
may be necessary to make the charge valid or effectual according to the 
law of the country in which the property is situate . 


( 7 ) Where a negotiable instrument has been given to secure the 
payment of any book debts of a company, the deposit of the instrument 
for the purpose of securing an advance to the company shall not, for 
the purposes of this section , be treated as a charge on those book debts. 

( 8 ) The holding of debentures entitling the holder to a charge on 
immovable property sball not, for the purposes of this section , be deemed 
to be an interest in immovable property . 

126. Date of notice of charge. — Where any charge on any property 
of a company required to be registered under section 125 has been so 
registered , any person acquiring such property or any part thereof, or 
any share or interest therein , shall be deemed to have notice of the charge 
as frore the date of such registration . 


127. Registration of charges on properties acquired subject to charge. 
( 1) Where a company acquires any property which is subject to a charge 
of any such kind as would , if it had been created by the company after 
the acquisition of the property, have been required to be registered under 
this part, the company shall cause the prescribed particulars of the 
charge, together with a copy (certified in the prescribed manner to be a 
correct copy ) of the instrument, if any , by which the charge was created 
or is evidenced , to be delivered to the Registrar for registratiou in the 
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manner required by this Act within twenty -one days after the date on 
which the acquisition is completed : 

Provided that, if tho property is situato, and the charge was created , 
outside India , twenty-one days after the dato on which 
instrument could , in due course of post and if despatched with duo 

a copy of the 
diligence, have been received in India shall be substituted for twenty.one 
days after tho completion of tho acquisition as the timo within which 
the particulars and the copy of tho instrument are to be delivered to 
the Registrar. 

( 2) If default is mado in complying with sub-section ( 1), tho 
company, and every oflicer of the company who is in default , shall bo 
punishable with fine which may extend to five hundred rupees . 

128. Particulars in case of series of debentures entitling holders 
pary passu.- Where a series of debentures containing , or giving by 
reference to any other instrument, any charge to tho benefit of which 
the debenturo holders of that series are entitled pari passu is created by 
a company, it shall, for the purposes of scction 125, be suflicient, ir 
there are filed with the Registrar , within twenty -one days after the 
execution of the deed containing the charge or, if there is no such deed , 
after the execution of any debentures of the scries, the following 
particulars: 

( a ) the total amount secured by the whole series; 

(6 ) the dates of the resolutions authorising the issue of the 
series and the date of the covering decd , if any , by which the security 
is created or defined ; 

(c ) a general description of the property charged ; and 

( d ) the names of the trustees, if any, for the debenture holders ; 
together with the deed containing the charge , or a copy of the decd 
verified in the prescribed manner, or if there is no such deed , one of 
the debentures of the series : 

Provided that, where more than one issue is made of debentures in 
the series, there shall be filed with the Registrar, for entry in the 
register, particulars of the date and amount of each issne; but an omission 
to do this shall not affect the validity of the debentures issued . 


- 129. Particulars in case of commission etc., on debentures.- Where 
any commission , allowance or discount has been paid or mado either 
directly or indirectly by a company to any person in consideration of 
his subscribing or 

agreeing to 

subscriba, whether absolutely or 
conditionally , for any debentures of the company, or procuring or agreeing 
to procure subscriptions, whether absolute or conditional, for auy such 
debentures, the particulars required to be filed for registration under 
sections 125 and 128 shall include particulars as to the amount or rate 
per cent of the commission , discount or allowanca so paid or made; but 
an omission to do this shall not affect the validity of the debentures issued : 

Provided that the deposit of any debentures as security for any 
debt of the company shall not, for the purposes of this section , be 
treated as the issue of the debentures at a discount . 
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130. Register of charges to be kept by Registrar. - 11) The Registrat 
shall keep , with respect to each company, a register in the prescribed 
form of all the charges requiring registration under this Part, and shall, 
on payment of the prescribed fee, enter in the register, with respect 
to every such charge , the following particulars : 

(as in the case of a charge to the benefit of which the holders 
of a series 8f debentures are entitled, 

such particulars as are 
specified in sections 128 and 129 ; 
(6 ) in the case of any other charge 

(i) if the charge is a chargo created by the company, 
the date of its creation ; and if the charge was a charge existing 
on property acquired by the company, the date of the acquisition 
of the property ; 

( ii ) the amount secured by the charge ; 
(iii ) short particulars of the property charged ; and 

(iv ) the persons entitled to the charge . 
(2 ) After making the entry required by sub section (1 ), the 
Registrar shall return the insti ument, if any, or the verified copy thereof, 
as the case may be , filed in accordance with the provisions of this part, 
to the person filing the same. 

(3 ) The register kept in pursuance of this section shall be open to 
inspection by any person on payment of a fee of one rupee for each 
inspection , 

131. Index to register of charges. The Registrar shall keep a 
chronological index , in the prescribed form and with the prescribed 
particulars, of the charges registered with him in pursuance of this part. 

132. Certificate of registration .-- The Registrar sball give a certificate 
under his hand of the registration of any charge registered in pursuance 
of this part, stating the amount thereby secured ; and the certificate 
shall be conclusive evidence that the requirements of this part as to 
registration have been complied with . 
133. Endorsement of certificate of registration 

debenture or 
certificate of debenture stock.-(1) The company shall cause a copy of 
every certificate of registration given under section 132, to be endorsed 
on every debenture or certificate of debenture stock which is issued by 
the company and the payment of wbich is secured by the charge so 
registered : 

Provided that nothing in this sub-section shall be construed as 
requiring a company to cause a certificate of registration of any charge 
so given to be endorsed on any debenture or certificate of debenture 
stock issued by the company before the charge was created . 

(2) If any person knowingly delivers, or wilfully authorises or 
permits the delivery of, any debenture or certificate of debenture stock 
which , under the provisions of sub -section (1), is required to have endorsed 
on it a copy of a certificate of registration without the copy being so 
endossed upon it, be shall, without prejudice to any other liability , bo 
punishable with fine which may extend to one thousand rupees . 
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134. Duty of company as regards registration and right of Intorested 
party.- 1 ) It shall be the duty of a company to file with the Registrar 
for registration the particulars of every charge created by the company, 
and of overy issue of debentures of a series, requiring registration under 
this Part; but registration of any such charge may also be effected on 
the application of any person interested therein . 

(2 ) Where registration is effected on the applic ltion of some person 
other than the company, that person shall be entitled to recover from 
the company the amount of any fees properly paid by him to tho 
Registrar on the registration . 

135. Provisions of Part to apply to modification of charges. 
Whenever the terms or conditions, or the extent or operation , of aay 
charge registered under this part are or is modified , it shall be the duty 
of the company to send to the Registrar the particulars of such 
modification , and the provisions of this part as to registration of a 
charge shall apply to such modification of the charge. 

136. - Copy of instrument creating charge to be kept by company 
at registered office . - Every company shall cause & copy of every 
instrument creating any charge requiring registration under this part to 
be kept at the registered office of the company: 

Provided that, in the case of a series of uniform debentures, a copy 
of one debenture of the series shall be sufficient, 

137. Entry in register of charge of appointment of receiver or 
omanager .- (1) If any person obtains an order for the appointment of 
a receiver of, or of a person to manage, the property of a company, 
or if any person appoints such receiver or person under any powers 
contained in any instrument, be sball, within fifteen days from the date 
of the passing of the order or of the making of the appointment under 
the said powers, give notice of the fact to the Registrar ; and the 
Registrar shall, on payment of the prescribed fee, enter the fact in the 
register of charges. 

(2 ) Where any person so appointed under the powers contained in 
any instrument ceases to act as such , he shall, on so ceasing, give to 
the Registrar notice to that effect; and the Registrar shall enter the 
notice in the register of charges. 

(3 ) If any person makes default in complying with the requirements 
of sub -seotion ( 1 ) or (2 ), he shall be punishable with fine which may 
extend to fifty rupees for every day during which the default continues. 

138. Company to report satisfaction and procedure thereafter. 
( 1) The company shall give intimation to the Registrar of the payment 
or satisfaction , in whole or in part , of any charge relating to the 
company and requiring registration under this Part, within twenty -one 
days from the date of such payment or satisfaction . 

(2 ) The Registrar shall, on receipt of such intimation , cause a 
notice to be sent to the holder of the charge calling upon him to show 
cause within a time (not exceeding fourteen days) specified in such 
notice, why payment or satisfaction should not be recorded as intimated 
to tho Registrar. 
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(3 ) If no cause is shown, the Registrar shall order that 
tandum of satisfaction in whole or in part, as the case may be, shall 
be entered in the register of charges . 

(4 ) If cause is shown, the Registrar shall record a note to that effect 
in the register , and shall inform the company that be has done so . 

(5) Nothing in this section shall be deemed to affect the power of 
the Registrar to make an entry in the register of charges under section 
139 otherwise than on receipt of an intimation from the company. . 

139. Power of registrar to make entries of satisfaction and release 
in absence of intimation from company. — The Registrar may, on evidence 
being given to his satisfaction with respect to any registered charge, 

(a ) that the debt for which the charge was given has been 
paid or satisfied in whole or in part; or 

( 6 ) that part of the property or undertaking charged bas been 
released from the charge or has ceased to form part of the company s 

property or undertaking ; 
enter in the register of charges a memorandum of satisfaction in whole 
or in part, or of the fact that part of the property or undertaking has 
been released from the charge or has ceased to form part of the 
company s property or undertaking , as the case may be , notwithstanding 
the fact that no intimation bas -been received by him from the company 


140. Copy of memorandum of satisfaction to be furnished to company .- 
Where the Registrar enters a memorandum of satisfaction in whole or 
in part, in pursuance of section 138 or 139, he shall furnish the 
company with a copy of the memorandum , 


141. Rectification by Court of register of charges.- (1 ) The Court, 
on being statisfied 

(a ) that the omission to register a charge within the time 
required by this Part, or that the omission or mis -statement of any 
particular with respect to any such charge or any memorandum of 
statisfaction or other entry made in pursuance of section 138 or 
139, was accidental, or due to inadvertence, or to some other 
sufficient cause, or is not of a nature to prejudice the position of 
creditors or shareholders of the company; or 

(6) that on other grounds it is just and equitable to grant 


relief 


may , on the application of the company or any person interested and 
on such terms and conditions as seem to the Court just and expedient, 
order that the time for the registration shall be extended or , as the 
cage may require, that the omission or mis-statement shall be rectified . 


( 2 ) The Court may make such order 

as to the costs of an 
application under sub -sectiou (1 ) as it thinks fit . 
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3 ) Where the Court extond : the time for the registrution of a 
charge, the order shall not prejudice any rights acquired i, r:pct of 
the property concerned before the chargo is actually registered . 

142. Penaltios.- (1) If default is made in filing with the Registrir 
for registration the particulars 

(a) of any charge created by tho compuny; 

( b ) of the payment or satisfaction , in whole or in part, of a debt 
in respect of which a charge has been registered un ler this part; or 

(c ) of the issues of debentures of a series; 
requiring registration with the Registrar under the provisions of this 
Part, then , unless tho registration bas been effected on the application 
of some other person , the company, and every officer of the company 
or other person who is in default, shall be punishablo with fine which 
may extend to five hundred rupees for every day during which the 
default continues. 

(2 ) Subject as aforesaid , if any company makes default in complying 
with any of the other requirements of this Act as to the registration 
with the Registrar of any charge created by the company or of any fact 
connected therewith , the company, and every officer of the company 
who is in default , sball, without prejudice to any other liability, by 
punishable with fine which may extend to one thousand rupees. 


143. Company s register of charges.- ( 1) Every company shall keep 
at its registered office a register of charges and enter therein all charges 
specifically affecting property of the company and all floating charges on 
the undertaking or on any property of the company, giving in each case - 

( i) a short description of the property charged ; 
(ii) the amount of the charge; and 

(iii ) except in the case of securities to bearer, the name of 
the persons entitled to the arge . 

(2 ) If any officer of the company knowingly omits, or wilfully 
authorises or permits the omission of, any entry required to be made in 
pursuance of sub -section ( 1 ), he shall be punishable with fine which may 
extend to five hundred rupees. 

144. Right to inspect copies of instruments creating charges and 
company s register of charges.- (1 ) The copies of instruments creating 
charges kept in pursuance of section 136 , and the register of charges 
kept in pursuance of section 143, shall be open daring busine33 hours 
(but subject to such reasonable restrictions as the company in general 
meeting may impose, so that not less than two hours in each day are 
allowed for inspection ) to the inspection of any creditor or member 
of the company without fee, at the registered office of the company . 

(2 ) The register of charges kept in pursuance of section 143 shall 
also be open , during business hours but subject to the reasonable 
restrictions aforesaid , to the inspection of any other person on payment of a 
fee of one rupee for each inspection , at the registered office of the company . 
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( 3 If inspection of the suid copies or register is refused, the 
company, and every officer of the company, who is in default, shall be 
punishable with fine which may extend to fifty rupees and with a further 
fine which may extend to twenty rupees for every day during which the 
refusal continues. 

(4) The Court,may also by order compel an immediate inspection 
of the said copies of register. 

145. Application of Part to charges requiring registration under it but 
rot under previous law . - In respect of any charge created before the 
commencement of this Act which , if this Act had been in force at the 
relevant time, would have bad to be registered by the company in 
pursuance of this Part but which did not require registration under the 
Indian Companies Act, 1913 (VII of 1913), and in respect of all matters 
relating to such charge, the provisions of this Part shall apply and have 
effect in all respects, as if the date of commencement of this Act had 
been substituted therein for the date of tion of the charge, or the 
date of completion of the acquisition of the property subject to the 
charge, as the case may be. 

Nothing contained in this section shall be deemed to affect the 
relative priorities as they existed immediately before the commencement 
of this Act, as between charges on the same property . 


PART VI 
MANAGEMENT AND ADMINISTRATION 

CHAPTER I 
GENERAL PROVISIONS 

Registered Office and Name 
146. Registered office of company.--- ( 1 ) A company shall , as from 
the day on which it begins to carry on business , or as from the twenty 
eighth day after the date of its incorporation , whichever is earlier, have 
a registered office to which all communications and notices may be 
addressed . 

( 2) Notice of the situation of the registered office , and of every 
change therein , shall be given within twenty - eight days after the date of 
the incorporation of the company or after the date of the change, as 
the case may be , to the Registrar who shall record the same: 

Provided that except on the authority of a special resolution passed 
by the company , the registered office of the company shall not be 
removed 

(a ) in the case of an existing company, outside the local limits 
of any city , town or village where such office is situated at the 
commencement of this Act, or where it may be situated later by 
virtue of a special resolution passed by the company ; and 
(6 ) in the case of any other company, 

outside the local limits 
of any city , town or village where such office is first situated , 
or where it may be situated later by virtue of a special resolution 
passed by the company. 

(3 ) The inclusion in the annual return of a company of a statement 
as to the address of its registered office shall not be taken to satisfy 
the obligation imposed by sub-section (2). 
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(4) If default is made in complying with the requirements of 
this section , the company , and every officer of the company who is 
in default, shall be punishable with fine which may extend to fifty 
rupees for every day during which the default continues. 
147. Publication of dame by company.- (1) Every company 

(a) shall paint or affix its name, and keep the saine painted 
or affixed , on the outside of every office or place in which its 
business is carried on , in a conspicuous position , in letters easily 
legible ; and if the characters employed therefor are not those of 
the language, or of one of the languages , in general use in that 
locality, also in the characters of that language or of one of 
those languages ; 

(b ) shall have its name engraven in legible characters on its 
seal; and 

(c) shall have its name mentioned in legible characters in all 
its business letters , in all its bill heads and letter paper , and in 
all its notices, advertisements and other official publications; and 
in all bills of exchange , hundies, promissory notes, endorsements , 
cheques and orders for money or goods purporting to be signed 
by or on behalt of the company , and in all bills of parcels, 
invoices, receipts and letters of credit of the company . 

( 2) If a company does not paint or affix its name, or keep the 
same painted or affixed in the manner directed by clause (a ) of 
sub -section (1) , the company , and every officer of the company who 
is in default, shall be punishable with fine which may extend to fifty 
rupees for not so painting or affixing its name, and for every day 
during which its name is not so kept painted or affixed . 

(3) If a company fails to comply with clause (6) or clause (c) 
of sub -section (1), the company shall be punishable with fine which 
may extend to five hundred rupees. 
(4 ) If an officer of a company or any person on its behalf 

(a ) uses, or authorises the use of, any seal purporting to be 
a seal of the company whereon its name is not engraven in the 
manner aforesaid ; 

(6) issues , or authorises the issue of, any business letter , 
bill head , letter paper, notice , advertisement or other official 
publication of the company wherein its name is not mentioned in 
the manner aforesaid ; 

(c) . signs, or authorises to be signed , on behalf of the 
company , any bill of exchange , hundi, promissory note, 
endorsement , cheque or order for money or goods wherein its 
name is not mentioned in the manner aforesaid ; or 

(d ) issues , or authorises the issue of, any bill of Parcels, 
invoice , receipt or letter of credit of the company, wherein its 

name is not mentioned in the manner aforesaid ; 
such officer or person ahall be punishable with fine which may 
extend , to five hundred rupees, and shall further be personally liable 
to the holder of the bill of exchange, hundi promissory note , cheque 
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or order for money or goods, for the amount thereof, unless it is 
duly paid by the company . 

148_ Publication of authorised as wellicas subseribed and paid-up 
publication , or any business letter , bill head or letter paper, of a 
company contain a statement of the amount of the authorised capital 
of the company , such notice , advertisement or other official publica . 
statement, in an equally prominent position and in equally conspicuous 
characters , of the amount of the capital which has been subscribed 
and the amount paid up . 

(2) If default is made in complying with the requirements of 
sub -section (1), the company , and every officer of the company who 
is in default, shall be punishable with fine which may extend to 
one thousand rupees . 

Restrictions on Commencement of Business 

Restrictions on commencement of business.-- (1) Where a 
company having a share capital has issued a prospectus inviting the 
public to subscribe for its shares , the company shall not commence 
any business or exercise any borrowing powers, unless 

(a ) shares held subject to the payment of the whole amount 
thereof in cash have been allotted to an amount not less in the 
whole than the minimum subscription ; 

(6 ) every director of the company has paid to the company , 
on each of the shares taken or contracted to be taken by him 
and for which he is liable to pay in cash , a proportion equel to 
the proportion payable on application and allotment on the shares 
offered for public subscription ; 

(c) no money is, or may become, liable to be repaid to 
applicants for any shares or debentures which have been offered 
for public subscription by reason of any failure to apply for, or 
to obtain , permission for the shares or debentures to be dealt in 
on any recognized stock exchange ; and 

(d) there has been filed with the Registrar a duly verified 
declaration by one of the directors or the secretary , in the 
prescribed form , that clauses (a), (b) and (c) of this sub- section , 
have been complied with . 

(2 ) Where a company having a share capital has not issued a 
prospectus inviting the public to subscribe for its shares, the company 
ahall not commence any business or exercise any borrowing powers , 
unless 

(a ) there has been filed with the Registrar a statement in 
lieu of prospectus; 

(6) every director of the company has paid to the company , 
on each of the shares taken or contracted to be taken by him 
and for which he is liable to pay in cash , a proportion equal to 
the proportion payable on application and allotment on the 
shares payable in cash ; and 

(c) there has been filed with the Registrar a duly verified 
declaration by one of the directors or the secretary , in the 
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prescribed form , that clause (6) of this sub-section has been 
complied with . 

(3) The Registrar shall, on the filing of a duly verified declaration 
in accordance with the provisions of sub -section (1) or sub -section (2), 
as the case may be, and , in the case of a company which is required 
by sub -section (2) to file a statement in lieu of piospectus, also of 
such a statement, certify that the company is entitled to commence 
business, and that , certificate shall be conclusive evidence that the 
company is so entitled. 

(4 ) Any contract made by a company before the date at which 
it is entitled to commence business shall be provisional only , and shall 
not be binding on the company , until that date, and on that date it 
shall become binding . 

(5 ) Nothing in this section shall prevent the simultaneous offer 
for subscription or allotment of any shares and debentures or the 
receipt of any money payable on applications for debentures. 

(6 ) If any company commences business or exercises borrowing 
powers in contravention of this section , every person who is res . 
ponsible for the contravention shall, without prejudice to any other 
fiability , be punishable with fine which may extend to five hundred 
rupees for every day during which the contravention continues. 
(7) Nothing in this section shall apply to 

( a) a private company ; or 

(6 ) a company registered before the first day of April , 1914 , 
which has not issued a prospectus inviting the public to subscribe 
for its shares . 

(8) The provisions of this section , in so far as they do not relate 
to shares , shall also apply to a company limited by guarantee and 
not having a share capital. 

Registers of members and debenture holders 
150. Register of Members .— (1) Every company shall keep in one 
or more books a register of its members, and enter therein the 
following particulars : 

(a) the name and address, and the occupation , if any , of each 
member ; 

(6) in the case of a company having a share capital, the shares 
held by each member , distinguishing each share by its number , 
and the amount paid or agreed to be considered as paid on those 


shares ; 


(c) the date at which each person was entered in the register 
as a member , and 

(d ) the date at which any person ceased to be a member : 
Provided that where the company has converted any of its shares 
into stock and given notice of the conversion to the Registrar , the 
register shall show the amount of stock held by each of the members 
concerned instead of the shares so converted which were previously 
held by him . 

(2) If default is made in complying with sub-section (1), the 
company , and every officer of the company who is in default, shall 


or 


98 , 
be punishable with fine which may extend to fifty rupees for everyday 
during which the default continues. 

151. Index of members. (1) Every company having more than 
fifty members shall, unless the register of members is in such a foran 
as in itself to constitute an index, keep an index (which may be in 
the form of a cald index) of the names of the members of the company 
and shall, within courteen days after the date on which any alteration 
is made in the register of members, make the necessary alteration 
in the index . 

(2) The index shall , in respect of each member, contain a sufficient 
indication to enable the entries relating to thatmember in the register 
to be readily found . 

(3) The index shall, at all times, be kept at the same place, as 
the register of members . 

(4) If default is made in complying with sub-section (1), (2) or (3), 
the company, and every officer of the company who is in default , 
shall be punishable with fine which may extend to fifty rupees. 

162. Register and index of debonture holders.— ( 1) Every company 
shall keep in one more books a register of the holders of its 
debentures and enter therein the following particulars , namely : 

(a ) the name and address , and the occupation , if any, of each 
debenture holder ; 

(6) the debentures held by each holder , distinguishing each 
debenture by its number , and the amount paid or agreed to be 
considered as paid on those debentures ; 

(c) the date at which each person was entered in the register 
as a debenture holder ; and 

(d ) the date at which any person ceased to be a debenture 
holder. 

(2) (a ) Every company having more than fifty debenture holders 
shall, unless the register of debenture holders is in such a form as 
in itself to constitute an index, keep an index (which may be in 
the form of a card index ) of the names of the debenture holders of 
the company and shall, within fourteen days after the date on which 
any alteration is made in the register of debenture holders, make the 
necessary alteration in the index . 

(6) The index shall, in respect of each debenture holder , contain a 
sufficient indication to enable the entries relating to that holder in 
the register to be readily found. 

(3) If default is made in complying with sub - section (1) or (?), 
the company, and every officer of the company who is in default, 
shall be punishable with fine which may extend to fifty rupees. 

(4) Sub -sections (1) to (3) shall not apply with respect to deben . 
tures which , ex facie, are payable to the bearer thereof. 

153. Trusts not to be entered on register. — No notice of any trust ; 
express, implied or constructive, shall be entered on the register of 
members or of debenture holders, or be receivable by the Registrar . 
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154. Power to close register of members or debenture holders. 
(1) A company may , after giving not less than seven days previous 
notice by advertisement in some newspaper circulating in the district 
in which the registered office of the company is situate , close the 
register of members or the register of debenture holders for any 
period or periods not exceeding in the aggregate forty -five days in 
each year , but not exceeding thirty days at any one time. 

( 2 ) If the register of members or of debenture holders is closed 
without giving the notice provided in sub -section (1), or after giving 
shorter notice than that so provided , or for a continuous or an 
aggregate period in excess of the limits specified in that sub -section , 
the company, and every officer of the company who is in default, 
shall be punishable with fine which may extend to five hundred 
rupees for every day during which the register is so closed . 
155. Power of Court to rectify register of members.- (1) I 

(a ) the name of any person is, without sufficient cause , 
entered in or omitted from the register of members of a com 
pany ; or 

(6) default is made , or unnecessary delay takes place , in 
entering on the register the fact of any person having become, 

or ceased to be , a member: 
the person aggrieved , or any member of the company, or the com 
pany, may apply to the Court for rectification of the register. 

(2) The Court may either reject the application or order rectifi 
cation of the register ; and in the latter case , may direct the company 
to pay the damages , if any , sustained by any party aggrieved. 

In either case , the Court in its discretion may make such order 
as to costs as it thinks fit. 
(3) On an application under this section , the Court 

(a ) may decide any question relating to the title of any 
person who is a party to the application to have his name entered 
in or omitted from the register , whether the question arises 
between members or alleged members, or between members or 
alleged members on the one hand and the company on the other 
hand ; and 

(6) generally , may decide any question which it is necessary 
or expedient to decide in connection with the application for 
rectification . 

(4) From any order passed by the Court on the application , or on 
any issue raised therein and tried separately, an appeal shall lie on 
the grounds mentioned in section 100 of the Code of Civil Procedure , 
1908 (Act V of 1908) — 

(a ) If the order be passed by a District Court, to the High 
Court : 

(6) if the order be passed by a single Judge of a High Court 
consisting of three or more Judges, to a Bench of that High 
Court. 

156. Notice to Registrar of rectification of register. In the case of 
a company required by this Act to file a list of its members with 
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the Registrar, the Court, when making an order for rectification of 
the register , shall, by its order, direct notice of the rectification to 
be filed with the Registrar within fourteen days from the date of 
the making of the order . 

Foreign registers of members or debenture holders 
157. Power for company to keep foreign register of members or 
debenture holders.- (1) A company which has a share capital or which 
has issued debentures may, if so authorised by its articles, keep in 
any State or country outside India a branch register of members 
or debenture holders resident in that State or country in this Act 
called a “ foreign register " ). 
( 2) The company shall , within one -month from the date 

the 
opening of any foreign register, file with the Registrar notice of the 
situation of the office where such register is kept; and in the event 
of any change in the situation of such office or of its discontinuance, 
shall , within one month from the date of such change or discontinu 
ance , as the case may be , file notice with the Registrar of such 
change or discontinuance. 

(3) If default is made in complying with the requirements of 
sub -section (2) , the company , and every officer of the company who 
is in default, shall be punishable with fine which may extend to 
fifty rupees for every day during which the default continues. 


158. Provisions as to foreign registers.- (1) A foreign register shall 
be deemed to be part of the company s register (in this section called 
the " principal register " ) of members or of debenture holders , as 
the case may be . 

(2) A foreign register shall be kept, shall be open to inspection 
and may be closed , and extracts may be taken therefrom and copies 
thereof may be required , in the same manner , mutatis mutandis , as 
is applicable to the principal register under this Act, except that the 
advertisement before closing the register shall be inserted in some 
newspaper circulating in the district wherein the foreign register is 
kept. 

(3 ) (a ) The Central Government may , by notification in the 
Official Gazette, direct that the provisions of clause (6) shall apply, 
or cease to apply , to foreign registers kept in any state or country 
outside India . 

(6) If a foreign register is kept by a company in any State 
or country to which direction under clause (a ) applies for the 
time being, the decision of any competent Court in that State or 
country in regard to the rectification of the register shall have the 
same force and effect as if it were the decision of a competent Court 
in India . 
(4 ) The company shall 

(a ) transmit to its registered office in India a copy of every 
entry in any foreign register as soon as may be after the entry 
is made ; and 
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(6) keep at such office a duplicate of every foreign register 
duly entered up from time to time. 

( 5) Every such duplicate shall, for all the purposes of this Act, 
be deemed to be part of the principal register. 

(6 ) Subject to the provisions of this section with respect to 
duplicate registers, the shares or debentures registered in any foreign 
register shall be distinguished from the shares or debentures registered 
in the principal register and in every other foreign register ; and no 
transaction with respect to any shares or debenturus registered in a 
foreign register shall, during the continuance vi thatregistration , be 
registered in any other register . 

(7) The company may discontinue the keeping of any foreign 
register ; and thereupon all entries in that register shall be transferred 
to some other foreign register kept by the company in the same part 
of the world or to the principal register . 

(8) Subject to the provisions of this Act, a company may , by its 
articles , make such regulations as it thinks fit in regard to its foreign 
registers. 

( 9) If default is made in complying with sub -section (4 ), the 
company , and every officer of the company who is in default, shall 
be punishable with fine which may extend to fiity rupees. 


Annual Returns 


159. Annual return to be made by company having a share 
capital.- (1) Every company having a share capital shall , within 
forty -two days from the day on which each of the annual general 
meetings referred to in section 166 is held , prepare and file with the 
Registrar a return containing the particulars specified in Part I of 
Schedule V , as they stood on that day, regarding 

(a ) its registered office, 
(6 ) the register of its members , 
(c ) the register of its debenture holders , 
(d ) its shares and debentures , 
(e) its indebtedness , 
(f) its members and debenture holders, past and present, and 

(g ) its directors, managing directors , managing agents , 
secretaries and treasurers and managers, past and present. 

( 2 ) The said return shall be in the Form set out in Port II of 
Schedule V or as near thereto as circumstances admit: 

Provided that where the company has converted any of its shares 
into stock and given notice of the conversion to the Registrar , the list 
referred to in paragraph 5 of Part I of Schedule v shall state the 
amount of stock held by each of the members concerned instead of 
the shares so converted previously held by him . 

160. Annual return to be made by company not having a share 
capital.--- (1) Every company not having a share capital shall, within 
forty -two days from the day on which each of the annual general 
meetings referred to in section 166 is held , prepare and file with the 
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Registrar a return stating the following particulars as they stood on 
that day : 

(a) the address of the registered office of the company ; 

(6) all such particulars with respect to the persons who , at 
the date of the return , were the directors of the company, its 
managing agent, its secretaries and treasurers and its manager as 
are set out in section 303. 


(2), There shall be annexed to the return a statement containing 
particulars of the total amount of the indebtedness of the company 
as on the day aforesaid in respect of all charges , which are or were 
required to be registered with the Registrar under this Act or under 
any previous companies law , or which would have been required to 
be registered under this Act if they had been created after the 
commencement of this Act. 


161. Further provisions regarding annual return and certificate to be 
annexed thereto.- ( 1) The copy of the annual return filed with the 
Registrar under section 159 or 160, as the case may be, shall be 
signed both by a director and by the managing agent, secretaries and 
treasurers , manager or secretary of the company, or where there is 
no managing agent, secretaries and treasurers , manager or secretary , 
by two directors of the company , one of whom shall be the 
managing director where there is one. 


(2 ) There shall also be filed with the Registrar along with the 
return a 

certificate signed by both the signatories of the return , 
stating 

(a ) that the return states the facts as they stood on the day 
of the annual general meeting aforesaid , correctly and completely ; 
and 

(6 ) in the case of a private company also , (i) that the 
company has not, since the date of the annual general meeting 
with reference to which the last return was submitted , or in the 
case of a first return , since the date of the incorporation of the 
company, issued any invitation to the public to subscribe for any 
shares or debentures of the company, and (ii) that, where the 
annual return discloses the fact that the number of members of 
-the company exceeds fifty , the excess consists wholly of persons 
who under sub- clause ló ) of clause (iii ) of sub -section (1) of 
seotion 3 are not to be included in reckoning the number of 
fifty . 

162. Penalty and interpretation.— (1) If a company fails to comply 
with any of the provisions contained in sections 159 , 160 , or 161, the 
company , and every officer of the company who is in default, shall 
be punishable with fine which may extend to fifty rupees for every 
day during which the default continues . 

(2 ) For the purposes of this section and sections 159 , 160 and 
161, the expressions Officer " and " director" shall include any 
person in accordance with whose directions or instructions the Board 
of Directors of the Company is accustomed to act. 
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General provisions regarding registers and returns 
163. Place of kerping , and Inspection of, registers and returns. 
(1) The register of members commencing from the date of the regis. 
tration of the company , the index of members , the register and index 
of debenture holders , and copies of all annual returns prepared under 
sections 159 and 160 , together with the copies of certificates and 
documents required to be annexed there to under sections 160 and 161, 
shall be kept at the registered office of the company. 


(2 ) The registers , indexes, returns, and copies of certificates and 
other documents referred to in sub -section (1) shall, except when the 
register of members or debenture holders is closed under the provisions 
of this Act, be open during business hours (subject to such reasonable 
restrictions , as the company .may impose , so that not less than two 
hours in each day are allowed for inspection ) to the inspection 

(a ) of any member or debenture holder , without fee ; and 

(6 ) of any other person , on payment of a fee of one rupee 
for each inspection . 
(3) Any such member , debenture holder or other person may 

(a ) make extracts from any register , index , or copy referred 
to in sub -section ( 1) without fee or additional fee, as the case 
may be ; or 

(6 ) require a copy of any such register , index or copy or 
of any part thereof , on payment of six annas for every one hundred 
words or fractional part thereof required to be copied. 

(4). The company shall cause any copy required by any person 
under clause (6) of sub -section (3) to be sent to that person within 
a period of ten days, exclusive of non -working days, commencing on 
the day next after the day on which the requirement is received by 
the company. 


(5 ) If any inspection , or the making of any extract required un 
der this section, is refused or if any copy required under this section 
is not sent within the period specified in sub -section (4), the company , 
and every officer of the company who is in default, shall be punishable , 
in respect of each offence, with fine which may extend to fifty rupees 
for every day during which the refusal or default continues. 


(6 ) Te Court may also , by order, compel an immediate inspec 
tion of the document, or direct that the extract required shall forth 
with be allowed to be taken by the person requiring it , or that the 
copy required shall forthwith be sent to the person requiring it, 
as the case may be. 

164. Registers etc., to be evidence . The register of members , the 
register of debenture holders, and the annual returns, certificates and 
statements referred to in sections 159 , 160, and 161 shall be prima facie 
evidence of any matters directed or authorised to be inserted therein 
by this Act. 

11 


84 


Meetings and Proceedings 
165. Statutory meeting and statutory report of company. - 1) 
Every company limited by shares, and every company limited by 
guarantee and having a share capital, shall, within a period of not less 
company is entitled to commence business, hold a general meeting of 
the members of the company, which shall be called “ the statutory 
meeting ." 

(2) The Board of directors shall , at least, twenty -one days before 
the day on which the meeting is held , forward a report ( in this Act 
referred to as " the statutory report” ) to every member of the company: 

Provided that if the statutory report is forwarded later than is 
required above , it shall, notwithstanding that fact, be deemed to have 
been duly forwarded if it is so agreed to by all the members entitled 
to attend and vote at the meeting . 
(3) The statutory report shall set out 

(a ) the total number of shares allotted , distinguishing shares 
allotted as fully or partly paid up otherwise than in cash , and 
stating in the case of shares partly paid up, the extent to which 
they are so paid up , and in either case , the consideration for 
which they have been allotted ; 

(6) the total amount of cash received by the company in 
respect of all the shares allotted , distinguished as aforesaid ; 

(c) an abstract of the receipts of the company and of the 
payments made thereout, up to a date within seven days of 
the date of the report , exhibiting under distinctive headings 
the receipts of the company from shares and debentures and 
other sources, the payments made thereout, and particulars 
concerning the balance remaining in hand, and an account or 
estimate of the preliminary expenses of the company, showing 
separately any commission or discount paid or to be paid on the 
issue or sale of shares or debentures ; 

(d ) the names , addresses and occupations of the directors of 
the company and of its auditors ; and also , if there be any, of its 
managing agent, secretaries and treasurers , manager , and secretary ; 
and the changes , if any , which have occurred in such names, 
addresses and occupations since the date of the incorporation of 
the company ; 

(e) the particulars of any contract which , or the modification 
or the proposed modification of which , is to be submitted to the 
meeting for its approval , together in the latter case with the 
particulars of the modification or proposed modification ; 

( 1) , the extent, if any , to which each under -writing contract, 
if any, has not been carried out, and the reasons therefor; 

(8) the arrears, if any , due on calls from every director; 
from the managing agent, every partner of the managing agent; 
every firm in which the managing agent is a partner, and 
where the managing agent is a private company, every director 
thereof; from the secretaries and treasurers ; where they are a 
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firm , from every partner therein ; and where they are a private 
company , from every director thereof ; and from the manager ; 
and 

(1 ) the particulars of any commission or brokerage paid or 
to be paid in connection with the issue or sale of shares or 
debentures to any director ; to the managing , agent, any partner 
of the managing agent, any firm in which the managing agent 
is a partner ; and where the managing agent is a private com 
pany, to any director thereof ; to the secretaries and treasurers ; 
where they are a firm , to any partner therein ; and where they 
are a private company , to any director thereof; to the 
manager . 

(4) The statutory report shall be certified as correct by not less 
than two directors of the company one of whom shall be a managing 
director, where there is one. 

After the statutory report has been certified as aforesaid , the 
auditors of the company shall , in so far as the report relates to the 
shares allotted by the company , the cash received in respect of such 
shares and the receipts and payments of the company on capital 
account, certify it as correct. 

(5 ) The Board shall cause a copy of the statutory report certified 
as is required by this section to be delivered to the Registrar for 
registration for thwith , after copies thereof have been sent to the 
members of the company . 

(6 ) . The Board shall cause a list showing the names, addresses 
and occupations of the members of the company , and the number of 
shares held by them respectively , to be produced at the commence 
ment of the statutory meeting , and to remain open and accessible to 
any member of the company during the continuance of the meeting. 

(7) The members of the company, present at the meeting shall 
be at liberty to discuss any matter relating to the formation of the 
company or arising out of the statutory report, whether previous 
notice has been given or not; but no resolution may be passed of 
which notice has not been given in accordance with the provisions 
of this Act. 

(8) The meeting may adjourn from time to time, and at any 
adjourned meeting , any resolution of which notice has been given in 
accordance with the provisions of this Act, whether before or after 
the former meeting , may be passed ; and the adjourned meeting shall 
have the same powers as an original meeting . 

(9) If default is made in complying with the provisions of this 
section , every director or other officer of the company who is in 
default shall be punishable with fine which may extend to five 
hundred rupees. 

(10 ) This section shall not apply to a private company . 


166. Annual general meeting.- (1) (a ) Every company shall, in 
addition to any other meetings, hold a general meeting which shall 
be styled its annual generalmeeting at the intervals, and in accordance 
with the provisions, specified below . 
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company 


(6) The first annual general meeting shall be held by a 
within eighteen months of its incorporation . 

(c) The next annual general meeting of the company shall be 
held by it within nine months after the expiry of the financial year 
in which the first annual general meeting was held ; and thereafter 
an annual general meeting shall be held by the company within 
nine months after the expiry of each financial year : 

Provided that the Registrar may, for any special reason; extend 
first annual general meeting ) shall be held , by a further period not 
exceeding six months. 

(d ) Except in the case referred to in the foregoing proviso, not 
more than fifteen months shall elapse between the date of one 
annual general meeting and that of the next. 

(2) Every annual general meeting shall be called for a time 
during business hours, on a day that is not a public holiday, and 
shall be held either at the registered office of the company or at 
some other place within the city , town or village in which the 
registered office of the company is situatę ; and the notices calling 
the meeting shall specify it as the annual general meeting . 

167. Power of Central Government to call annual general meeting .- 
(1 ) If default is made in holding an annual general meeting in ac 
cordance with section 166 , the Central Government may , notwith 
standing anything in this Act or in the articles of the company, on 
the application of any member of the company, call, or direct the 
calling of , a general meeting of the company and give such ancillary 
or consequential directions as the Central Government thinks ex 
pedient in relation to the calling , holding and conducting of the 
meeting . 


Explanation.The directions that may be given under this 
sub -section may include a direction that one member of the company 
present in person or by proxy shall be deemed to constitute a meeting. 

(2). A general meeting held in pursuance of sub -section (1) shall, 
subject to any directions of the Central Government, be deemed to 
be an annual general meeting of the company. 

168. Penalty for default in complying with section 166 or 167.. 
If default is made in holding a meeting of the company in accordance 
with section 166, or in complying with any directions of the 
Central Government under sub-section ( 1) of section 167, the company , 
and ever officer of the company who is in default, shall be punish 
able with fine which may extend to five thousand rupees. 


on requisition . 


169. Calling of extraordinary general meeting 
(1) The Board of directors of a company shall, on the requisition of. 
such number of members of the company as is specified in sub 
section (4), forthwith proceed duly to call an extraordinary general 
meeting of the company . 
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The requisition shall setout thematters for the consideration 
of which the meeting is to be called , shall be signed by the 
requisitionists, and shall be deposited at the registered office of the 
company. 

(3) The requisition may consist of several documents in like 
form , each signed by one or more requisitionists. 

(4 ) The number of members entitled to requisition a meeting 
in regard to any matter shall be 

(a ) in the case of a company having a share capital, such 
number of them as hold at the date of the deposit of the 
requisition , not less than one-tenth of such of the paid -up capital 
of the company as at that date carries the right of voting in 
regard to that matter ; 

(6) in the case of a company not having a share capital, 
such number of them as have at the date of deposit of the 
requisition not less than one -tenth of the total voting power of 
all the members having at the said date a right to vote in regard 
to that matter . 

(5) Where two or more distinct matters are specified in the 
requisition , the provisions of sub -section (4) shall apply separately 
in regard to each such matter ; and the requisition shall accordingly 
be valid only in respect of those matters in regard to which the 
condition specified in that sub -section is fulfilled . 

(6 ) If the Board does not, within twenty -one days from the date 
of the deposit of a valid requisition in regard to any matters, proceed 
duly , to call a meeting for the consideration of those matters on a day 
not later than forty - five days from the date of the deposit of the 
requisition , the meeting may be called 

( a ) by the requisitionists themselves , 

(6) in the case of a company having a share capital, by such 
of the requisitionists as represent either a majority in value of 
the paid -up share capital held by all of them or not less than 
one- tenth of such of the paid -up share capital of the company 
as is referred to in clause (a ) of sub-section (4), whichever is less; 

(c) in the case of a company not having a share capital, by 
such of the requisitionists as represent not less than one -tenth 
of the total voting power of all the members of the company 
referred to in clause (6) of sub -section (4) . 

Explanation .-- For the purposes of this sub -section , the Board 
shall , in the case of a meeting at which a resolution is to be proposed 
as a special resolution , be deemed not to have duly convened the 
meeting if they do not give such notice thereof as is required by 
sub- section (2) of section 189 . 

(7) A meeting called under sub -section (6) by the requisitionists 
or any of them 

(a ) shall be called in the same manner, as nearly as possible, 
as that in which meetings are to be called by the Board ; but 

(6) shall not be held after the expiration of three months from 
the date of the deposit of the requisition . 


or 


· Èxplanation . - Nothing in clause (6) shall be deemed to prevent 
a meeting duly commenced before the expiry of the period of three 
months aforesaid , from adjourning to some day after the expiry of 
that period. 

(8) Where two or more persons hold any shares or interest in a 
company jointly, a requisition, or a notice calling a meeting, signed 
by one or some only of them shall, for the purposes of this section, 
have the same force and effect as if it had been signed by all of 
them . 

(9). Any reasonable expenses incurred by the requisitionists by 
reason of the failure of the Board duly to call a meeting shall be 
repaid to the requisitionists by the company ; and any sum so repaid 
shall be retained by the company out of any sums due or to become 
due from the company by way of lees or other remuneration for 
their services to such of the directors as were in default. 

170. Sections 171 to 186 to apply to meetings.- (1) The provisions 
of sections 171 to 186 

(1) shall , notwithstanding anything to the contrary in the 
articles of the company, apply with respect to general meetings 
of a public company , and of a private company which is a 
subsidiary of a public company ; and 

(ii ) shall, unless otherwise specified therein or unless the 
articles of the company otherwise provide , apply with respect 
to general meetings of a private company which is not a suba 
sidiary of a public company. 

(2 ) (a ) Section 176 , with such adaptations and modifications, if 
any , as may be prescribed , shall apply with respect to meetings of 
any class of members , or of debenture holders or any class of debenture 
holders, of a company, in like manner as it applies with respect to 
general meetings of the company. 

(6) Unless the articles of the company or a contract binding on 
the persons concerned otherwise provide , sections 171 to 175 , and 
sections 177 to 186 with such adaptations and modifications , if any, 
as may be prescribed, shall apply with respect to meetings of any 
class of members, or of debenture holders or any class of debenture 
holders , of a company, in like manner as they apply with respect to 
general meetings of the company . 

171. Length of notice for calling meeting .- (1) A general meeting 
of a company may be called by giving not less than twenty -one days 
notice in writing. 

(2) A generalmeeting may be called after giving shorter notice 
than that specified in sub -section (1), if consent is accorded thereto 

(i) in the case of an annual general meeting, by all the 
members entitled to vote thereat ; and 

(ii) in the case of any other meeting , by members of the 
company (a) holding , if the company has a share capital, not 
less than 95 per cent of such part of the paid -up share capital 
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of the company as gives a right to vote at the meeting , or (0) 
having , if the company has no share capital, not less than 95 
per cent of the total voting power exercisable at that meeting: 


Provided that where any members of a company are entitled to 
vote only on some resolution or resolutions to be moved at a meeting 
and not on the others, those members shall be taken into account for 
the purposes of this sub -section in respect of the former resolution 
or resolutions and not in respect of the latter . 


172 , 

Contents and manner of service of notice and porsons on whom 
It is to be served.- (1) Every notice of a meeting of a company 
shall specify the place and the day and hour of the meeting , and 
shall contain a statement of the business to be transacted thereat. 


(2) Notice of every meeting of the company shall be given 

(i) to every member of the company , in any manner autho 
rised by sub-sections ( 1) to (4 ) of section 53; 

( ii ) to the persons entitled to a share in consequence of the 
death or insolvency of a member , by sending it through the post 
in a prepaid letter addressed to them by name, or by the title of 
representatives of the deceased , or assignees of the insolvent, or 
by any like description , at the address, if any, in India supplied 
for the purpose by the persons claiming to be so entitled, or 
until such an address has been so supplied , by giving the notice 
in any manner in which it might have been given if the death or 
insolvency had not occurred ; and 

(iii) to the auditor or auditors for the time being of the 
company, in any manner authorised by section 53 in the case of 
any member or members of the company. 


(3) The accidental omission to give notice to , or non -receipt of 
notice by, any member or other person to whom it should be given 
shall not invalidate the proceedings at the meeting . 


173. Explanatory statement to be annexed to notice .- (1) For the 
purposes of this section 

(a ) in the case of an annual general meeting , all business 
to be transacted at the meeting shall be deemed special, with 
the exception of business relating to (i) the consideration of the 
accounts , balance sheet and the reports of the Board of directors 
- and auditors , (ii) the declaration of a dividend , (iii) the 
appointment of directors in the place of those retiring , and 
(iv ) the appointment of , and the fixing of the remuneration of , 
the auditors ; and 

(6) in the case of any other meeting , all business shall be 
deemed special. 


( 2 ). Where any items of business to be transacted at the meeting 
are deemed to be special as aforesaid , there shall be annexed to the 
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notice of the meeting a statement setting out all material facts con 
cerning each such item of business, including in particular the nature 
and extent of the interest, if any , therein, of every director, the 
managing agent, if any , the secretaries and treasurers, if any, and 
the manager , if any . 

(3) Where any item of business consists of the according of ap 
proval to any document by the meeting , the time and place where 
the document can be inspected shall be specified in the statement 
aforesaid . 

174. Quorum for meeting — (1) Unless the articles of the company 
provide for a larger number , five members personally present in the 
case of public company , and two members personally present in the 
case of a private company , shall be the quorum for a meeting of the 
company. 

(2) Unless the articles of the company , otherwise provide, the 
provisions of sub-sections (3), (4) and (5) shall apply with respect to 
the meetings of a public or private company. 

(3) IC within half an hour from the time appointed for holding a 
meeting of the company , a quorum is not present, the meeting , if 
called upon the requisition of members , shall stand dissolved . 

(4) In any other case , the meeting shall stand adjourned to the 
same day in the next week , at the same time and place, or to such 
other day and at such other time and place as the Board may 
determine. 

(5) If at the adjourned meeting also , a quorum is not present 
witin half an hour from the time appointed for holding the meeting, 
the members present shall be a quorum . 

175. Chairman of meeting.- (1 ) Unless the articles of the company 
otherwise provide, the members personally present at the meeting 
shall elect one of themselves to be the chairman thereof on a show 
of hands. 

(2) If a poll is demanded on the election of the chairman , it 
shall be taken forthwith in accordance with the provisions of this Act, 
the chairman elected on a show of hands exercising all the powers 
of the chairman under the said provisions. 

(3) If some other person is elected chairman as a result of the 
poll, he shall be chairman for the rest of the meeting. 

176. Proxies.— (1) Any member of a company entitled to attend 
and vote at a meeting of the company shall be entitled to appoint 
another person (whether a member or not) as his proxy to attend 
and vote instead of himself ; but a proxy so appointed shall not have 
any right to speak at the meeting: 
Provided that, unless the articles otherwise provide 

(a) this sub -section shall not apply in the case of a company 
not having a share capital ; 

(b) a member of a private company shall not be entitled to 
appoint more than one- proxy to attend on the same occasion ; and 
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(c) a proxy shall not be entitled to vote except on a 
(2) In every notice calling a meeting of a company which has 

poll. 
a share capital, or the articles of which provide for voting by proxy 
at the meeting , there shall appear with reasonable prominence a state 
ment that a member entitled to attend and vote is entitled to appoint 
a proxy , or , where that is allowed , one or more , proxies, to attend 
and vote instead of himself, and that a proxy need not be a member . 

If default is made in complying with this sub -section as respects 
any meeting, every officer of the company who is in default shall be 
punishable with fine which may extend to five hundred rupees. 

(3) Any provision contained in the articles of a public company , 
or of a private company which is a subsidiary of a public company, 
shall be void , in so far as it would have the effect of requiring the 
instrument appointing a proxy , or any other document necessary to 
show the validity of or otherwise relating to the appointment of a 
proxy, to be received by the company or any other person more than 
forty -eight hours before the meeting in order that the appointment 
may be effective thereat. 

(4) If for the purpose of any meeting of a company, invitations 
to appoint as proxy a person or one of a number of persons specified 
in the invitations are issued at the company s expense to any member 
entitled to have a notice of the meeting sent to him and to vote 
thereat by, proxy , every officer of the company who knowingly 
issues the invitations as aforesaid or wilfully authorises or permits 
their issue shall be punishable with fine which may extend to one 
thousand rupees : 

Provided that an officer shall not be punishable under this sub 
section by reason only of the issue to a member at his request in 
writing of a form of appointment naming the proxy , or of a list of 
persons willing to act as proxies, if the form or list is available on 
request in writing to every member entitled to vote at the meeting by 
proxy. 
(5) The instrument appointing a proxy shall 

(a ) be in writing; and 

(6 ) be signed by the appointer or his attorney duly autho 
rised in writing or , if the appointer is a body corporate , be under 
its seal or be signed by an officer or an attorney duly authorised 
by it. 

(6) An instrument appointing a proxy , if in any of the forms set 
out in Schedule IX , shall not be questioned on the ground that it 
fails to comply with any special requirements specified for such 
instrument by the articles. 

(7) Every member entitled to vote at a meeting of the company , 
or on any resolution to be moved thereat, shall be entitled during the 
period beginning twenty -four hours before the time fixed for the 
commencement of the meeting and ending with the conclusion of 
the meeting , to inspect the proxies lodged , at any time during the 
business hours of the company , provided not less than three days 
notice in writing of the intention so to inspect is given to the com 
pany . 

12 
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177. Voting to be by show of hands in first instance:—At any 
general meeting, a resolution put to the vote of the meeting shall, 
unless a poll is demanded under section 179, be decided on 
of hands. 

178. Chairman s declaration of result of voting by show of hands 
to be conclusive. — A declaration by the chairman in pursuance of 
section 177 that on a show of hands, a resolution has or has not been 
carried , or has or has not been carried either unanimously or by 
a particular majority , and an entry to 

that effect in the books 
containing the minutes of the proceedings of the company , shall be 
conclusive evidence of the fact, without proof of the number or 
proportion of the votes cast in favour of or against such resolution . 

179. Demand for poll ( 1) Before or on the declaration of the 
result of the voting on any resolution on a show of hands, a poll 
may be ordered to be taken by the chairman of the meeting of his 
own motion, and shall be ordered to be taken by him on a demand 
made in that behalf by the persons or person specified below , that 
is to say , 

(a ) in the case of a public company , by at least five members 
having the right to vote on the resolution and present in person 
or by proxy , 

(6 ) in the case of a private company , by one member having 
the right to vote on the resolution and present in person or by 
proxy if not more than seven such members are personally 
present, and by two such members present in person or by proxy 
it more than seven such members are personally present , 

(c) by any member or members present in person or by 
proxy and having not less than one- tenth of the total voting 
power in respect of the resolution , or 

(d ) by any inember or members present in person or by 
proxy and holding shares in the company conferring a right to 
vote on the resolution , being shares on which an aggregate sum 
has been paid up , which is not less than one-tenth of the total 
sum paid up on all the shares conferring that right . 

(2 ) The demand for a poll may be withdrawn at any time by the 
person or persons who made the demand. 

180. Time of taking poll.— (1) Apoll demanded on a question of 
adjournment shall be taken forthwith . 

(2) A poll demanded on any other question (not being a question 
relating to the election of a chairman which is provided for in 
section 175 ) shall be taken at such time not being later than forty 
eight hours from the time when the demand was made , as the 
chairman may direct. 

181. Restriction on exercise of voting right of members who have 
not paid calls etc. - Notwithstanding anything contained in this Act, 
the articles of a company may provide that no member shall exer 
cise any voting right in respect of any shares registered in his name 
on which any calls or other sums presently payable by him have 
not been paid , or in regard to which the company has and has exer 
cised any right of lien . 

182 . Restrictions on exercise of voting right in other cases to 
be vold .-- A public company , a private company 


which is 


or 
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a subsidiary of a public company, shall not prohibit any member from 
exercising his voting right on the ground that he has not held his 
share or other interest in the company for any specified period 
preceding the date on which the vote is taken , or on any other ground 
not being a ground set out in section 181. 

183. Right of member to use his votes differently .-- On a poll taken 
at a meeting of a company , a member entitled to inore than one vote , 
or his proxy , or other person entitled to vote for, him , as the case 
may be, need not, if he votes, use all his votes or cast in the 
way all the votes he uses. 

184. Scrutineers at pol !.- (1) Where a poll is to be taken, the 
chairman of the meeting shall appoint two scrutineers to scrutinise 
the votes given on the poll and to report thereon to him . 

(2) The chairman shall have power , at any time before the result 
of the poll is diclared , to remove a scrutineer from office and to fill 
vacancies in the office of scrutineer arising from such removal or 
from any other cause . 

(3) of the two scrutineers appointed under this section , one shall 
always be a member (not being an officer or employee of the company) 
present at the meeting , provided such a member is available and 
willing to be appointed . 


185. Manner of taking poll and result thereof .- (1) Subject to the 
provisions of this Act, the chairman of the meeting shall have power 
to regulate the manner in which a poll shall be taken . 

(2 ) The result of the poll shall be deemed to be the dicision of 
the meeting on the resolution on which the poll was taken . 


186. Power of Court to order meeting to be called.- ( 1) It for any 
reason it is impracticable to call a meeting of a company, other than 
an annual general meeting , in any manner in which meetings of the 
company may be called, or to hold or conduct the meeting of the 
company in the manner prescribed by this Act or the articles, the 
Court may , either of its own motion or on the application of any 
director of the company, or of any member of the company who 
would be entitled to vote at the meeting , 

(a) order a meeting of the company to be called, held and 
conducted in such manner as the Court thinks fit ; and 

(6) give such ancillary or consequential directions as the 
Court thinks expedient, including directions modifying or supple 
menting in relation to the calling , holding and conducting of the 
meeting, the operation of the provisions of this Act and of the 
company s articles. 

Explanation . — The directions that may be given under this sub 
section may include a direction that one member of the company 
present in person or by proxy shall be deemed to constitute a meeting. 

(2 ) Any meeting called , held and conducted in accordance with 
any such order shall , for all purposes , be deemed to be a meeting of 
the company duly called , held and conducted . 
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187. Representation of corporations at meetings of companies and 
of creditors .--(1) A body corporate (whether a company within the 
meaning of this Act or not) may 

(a) if it is a member of a company within the meaning of 
this Act, by resolution of its Board of directors or other governing 
body , authorise such person as it thinks fit to act as its representa 
tive at any meeting of the company , or at any meeting of any 
class of members of the company ; 

(6) if it is a creditor (including a holder of debentures) of 
a company within the meaning of this Act, by resolution of its 
directors or other governing body , authorise such person as it 
thinks fit to act as its representative at any meeting , of any 
creditors of the company held in pursuance of this Act or of any 
rules made thereunder , or in pursuance of the provisions contained 
in any debenture or trurst deed , as the case may be. 

(2) A person authorised by resolution as aforesaid shall be 
entitled to exercise the same rights and powers (including the right 
to vote by proxy) on behalf of the body corporate 

which he 
represents as that body could exercise if it were a member , creditor 
or holder of debentures of the company. 

188. Circulation of members resolutions.— (1) Subject to the 
provisions of this section , a company shall, on the requisition in 
writing of such number of members as is hereinafter specified and 
(unless the company otherwise resolves) at the expense of the 
requisitionists , – 

(a ) give to members of the company entitled to receive 
notice of the next annual general meeting , notice of any resolution 
which may properly be moved and is intended to be moved at 
that meeting ; 

(6 ) circulate to members entitled to have notice of any 
general meeting sent to them , any statement of not more than 
one thousand words with respect to the matter referred to in 
any proposed resolution , or any business to be dealt with at that 
meeting. 

(2) The number of members necessary for a requisition under 
sub -section (1) shall be 

(a ) such number of members as represent not less than one 
twentieth of the total voting power of all the members having at 
the date of the requisition a right to vote on 

the resolution or 
business to which the requisition relates ; or 

(6) not less than one hundred members having the right 
aforesaid and holding shares in the company on which there has 
been paid up an aggregate sum of not less than one lakh of 


rupees in all. 


(3) Notice of any such resolution shall be given , and any such 
statement shall be circulated , to members of the company entitled 
to have notice of the meeting sent to them , by serving a copy of the 
resolution or statement on each member in any manner permitted 
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for service of notice of the meeting; and notice of any such resolu 
tion shall be given to any other member of the company by giving 
notice of the general effect of the resolution in any manner permitted 
for giving him notice of meetings of the company : 

Provided that the copy shall be served , or notice of the effect of 
the resolution shall be given , as the case may be , in the samemanner 
and , so far as practicable, at the same time as notice of the meeting , 
and where it is not practicable for it to be served or given at that 
time, it shall be served or given as soon as practicable thereafter . 

(4 ) A company shall not be bound under this section to give 
notice of any resolution or to circulate , any statement unless 

(a ) a copy of the requisition signed by the requisitionists 
(or two or more copies which between them contain the signa 
tures of all the requisitionists) is deposited at the registered office 
of the company 

(i) in the case of a requisition requiring notice of a 
resolution , not less than six weeks before the meeting ; 

(ii) in the case of any other requisition , not less than 
two weeks before the meeting ; and 

(b) there is deposited or tendered with the requisition a sum 
reasonably sufficient to meet the company s expenses in giving 
effect thereto : 

Provided that if, after a copy of a requisition requiring notice of 
a resolution has been deposited at the registered office of the company , 
an annual general meeting is called for a date six weeks or less after 
the copy has been deposited , the copy, although not deposited within 
the time required by this sub -section , shall be deemed to have been 
properly deposited for the purposes thereof. 

(5 ) The company shall also not be bound under this section 
to circulate any statement if , on the application either of the com 
pany or of any other person who claims to be aggrieved , the Court 
is satisfied that the rights conferred by this section are being abused 
to secure needless publicity for defamatory natter and Court 
may order the company s costs on an application under this section 
to be paid in whole or in part by the requisitionists, notwithstanding 
that they are not parties to the application . 

(6 ) A banking company shall not be bound to circulate any state 
ment under this section , if, in the opinion of its Board of directors, 
the circulation will injure the interests of the company . 

(7) Notwithstanding anything in the company s articles, the busi 
ness which may be dealt with at an annual general meeting shall 
include any resolution of which notice is given in accordance with 
this section , and for the purposes of this sub -section, notice shall be 
deemed to bave been so given , notwithstanding the accidental omis 
sion , in giving it, of one or more members . 

(8 ) If default is made in complying with the provisions of this 
section , every officer of the company who is in default, shall be 
punishable with fine which may extend to five thousand rupees. 
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i89. Ordinary and special resolutions. (1) A resolution shall be 
an ordinary resolution when at a general meeting of which the 
notice required under this Act has been duly given, the votes case 
(whether on a show of hands, or on a poll , as the case may be in 
favour of the resolution ( including the casting vote, if any, ot" the 
chairman) by members who, being entitled so to do, vote in person , 
or where proxies are allowed, by proxy, exceed the votes , if any, 
cast against the resolution by members so entitled and voting . 
(2) A resolution shall be a special resolution when 

(a ) the intention to propose the resolution as a special resol 
lution has been duly specified in the notice calling the genera 
meeting or other intimation given to the members of the resolu 
tion ; 

(6) the notice required under this Act has been duly given 
of the general meeting ; and 

(c) the votes cast in favour of the resolution (whether on 
a show of hands, or on a poll , as the case may be,) by members 
who, being entitled so to do , vote in person , or where proxies 
are allowed , by proxy , are not less than three times the number 
of the votes, if any, cast against the resolution by members so 
entitled and voting . 

190. Resolutions requiring special notice.- (1) Where, by any 
provision contained in this Act or in the articles , special notice is 
required of any resolution , notice of the intention to move the 
resolution shall be given to the company not less than twenty -eight 
days before the meeting at which it is to be moved , exclusive of the 
day on which the notice is served or deemed to be served and the 
day of the meeting. 

( 2) The company shall give its members notice of any such 
resolution at the same time and in the same manner as it gives notice 
of the meeting , or if that is not practicable, shall give them notice 
thereof, either by advertisement in a newspaper having an appro 

circulation or in any other mode allowed by the articles , not 
less than twenty -one days before the meeting. 

(3 ) If, after notice of the intention to move such a resolution has 
been given to the company, a meeting is called for a date twenty 
eight days or less after the notice has been given , then , notwithstand 
ing anything contained in sub -sections ( 1) and (2 ), the notice , though 
not given within the time required by this section , shall be deemed 
to have been properly given for the purposes thereof . 

191. Resolutions passed at adjourned meetings. Where a resolution 
is passed at an adjourned meeting of - 

( a ) a company ; 
(6 ) the holders of any class of shares in a company ; or 

(c) the Board of directors of a company ; 
the resolution shall, for all purposes, be treated as having been passe 
ed on the date on which it was in fact passed, and shall not be 
deemed to have been passed on any earlier date. 


priate 
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192. Registration of certain resolutions and agreements.- (1 ) A 
copy of every resolution or agreement to which this section applies 
shall , within fifteen days after the passing or making thereof, be 
printed or typewritten and duly certified under the signature of an 
officer of the company and filed with the Registrar who shall record 
the same. 

(2) Where articles have been registered , a copy of every such 
resolution or agreement for the time being in force shall be einbodied 
in or annexed to every copy of the articles issued after the passing 
of the resolution or the making of the agreement. 

(3) Where articles have not been registered , a printed copy of 
every such resolution or agreement shall be forwarded to any member 
at his request, on payment of one rupee . 
(4) This section shall apply to 

(a) special resolutions ; 

(6 ) resolutions which have been agreed to by all the members 
of a company , but which , if not so agreed to , would not have 
been effective for their purpose unless they had been passed as 
special resolutions ; 

(c) any resolution of the Board of directors of a company 
or agreement executed by a company , relating to the appointment, 
re -appointment or renewal of the appointment, or variation of 
the terms of appointment, of a managing director ; 

(d ) any agreement relating to the appointment, re-appointment 
or renewal of the appointment of a managing agent or secretaries 
and treasurers for a company , or varying the terms of any such 
agreement, executed by the company ; 

(e) resolutions or agreements which have been agreed to 
by all the members of any class of shareholders but which , if 
not so agreed to , would not have been effective for their purpose 
unless they had been passed by some particular majority or 
otherwise in some particular manner; and all resolutions or 
agreements which effectively bind all the members of any class 
of shareholders though not agreed to by all those members ; 
and 

(1) resolutions requiring a company to be wound up volun 
tarily passed in pursuance of sub -section (1) of section 484 . 

(5) If default is made in complying with sub -section (1), the 
company , and every officer of the company who is in default, shall 
be punishable with fine which may extend to twenty rupees for every 
day during which the default continues. 

(6 ) If default is made in complying with sub -section (2 ) or (3), 
the company , and every officer of the company who is in default , 
shall be punishable with fine which may extend to ten rupees for 
each copy in respect of which default is made . 

( 7) For the purposes of sub -sections (5) and (6 ), the liquidator 
of a company shall be deemed to be an officer of the company . 
*193, Minutes of proceedings of general meetings and of Board and 

minutes of all 
other meetings.- (1) Every company shall cause 
proceedings of general meetings, and of all proceedings at meetings 
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of its Board of directors or of committees of the Board , to be entered 
in books kept for that purpose . 

(2) - The minutes of each meeting shall contain a fair and correct 
summary of the proceedings thereat. 

(3) All appointments of officers made at any of the meetings 
aforesaid shall be included in the minutes of the meeting . 

(4). In the case of a meeting of the Board of directors or of 
a committee of the Board , the minutes shall also contain 

( a ) the names of the directors present at the meeting ; and 

(6) in the case of each resolution passed at the meeting, the 
names of the directors , if any , dissenting from , or not concurring 
in , the resolution . 

(5) Nothing contained in sub -sections (1) to (4) shall be deemed 
to require the inclusion in any such minutes of any matter which , 
in the opinion of the chairman of the meeting 

(a) is , or could reasonably be regarded as, defamatory of 
any person ; 

(b) is irrelevant or immaterial to the proceedings ; or 

c) is detrimental to the interests of the company . 
Explanation . — The chairman shall exercise an absolute discretion 
in regard to the inclusion or non -inclusion of any matter in the .. 
minutes on the grounds specified in this sub- section. 

(6 ) If default is made in complying with the foregoing provisións 
of this section in respect of any meeting , the company, and every 
officer of the company who is in default, shall be punishable with 
fine which may extend to fifty rupees. 

194 . Minutes to be evidence. — Any such minute, if purporting to 
be signed by the chairman of the meeting at which the proceedings 
took place or by the chairman of the next succeeding meeting , shall 
be evidence of the proceedings . 

195. Presumptions to be drawn where minutes duly drawn and 
signed. — Where minutes of the proceedings of any general meeting 
of the company or of any meeting of its Board of directors or of 
a committee of the Board have been made and signed in accordance 
with the provisions of sections 193 and 194 , then , until the contrary 
is proved , the meeting shall be deemed to have been duly called and 
held , and all proceedings thereat to have duly taken place, and in 
particular , all appointments of directors or liquidators made at the 
meeting shall be deemed to be valid . 
196. Inspection of minute books of 

gensral meetings.— (1) The 
books containing the minutes of the proceedings of 
meeting of a company held on or after the 15th day of January, 
1937, shall 

(a ) be kept at the registered office of the company , and 

(6 ) be open , during business hours, to the inspection of 
any member without charge, subject to such "reasonable restric 
tions as the company may, by its articles or in general meeting 
impose , so however that not less than two hours in each day are 
allowed for inspection . 


any general 
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(2) Any member shall be entitled to be furnished , within seven 
days after he has made a request in that behali to the company , with 
a copy of any minutes referred to in sub -section (!), on payment of 
six annas for every one hundred words or fractional part thereof 
required to be copied . 

(3) If any inspection required under sub -section (1) is refused 
or if any copy required under sub- section (2 ) is not furnished within 
the time specified therein , the company , and every officer of the 
company who is in default , shall be punishable with fine which may 
extend to five hundred rupees in respect of each offence . 

(4) In the case of any such refusal or default , the Court may, 
by order , compel an immediate inspection of the minute books or direct 
that the copy required shall forth with be sent to the person requiring it. 

197. Publication of reports of proceedings of general meetingo. 
( 1) No document purporting to be a report of the proceedings of 
any gèneral meeting of a company shall be circulated or advertised 
at the expense of the company , unless it includes the matters required 
by section 193 to be contained in the minutes of the proceedings 
of such meeting. 

( 2) If any report is circulated or advertised in contravention of 
sub- section (1) , the company, and every officer of the company who 
is in detault, shall be punishable , in respect of each offence, with 
fine which may extend to five hundred rupees. 

Managerial Remuneration , etc. 
198. Overall maximum managerial remuneration and minimum mana 
gerial remuneration in the absence or inadequacy of profits.- (1) Save as 
otherwise expressly provided in this Act, in the case of a public company 
or a private company which is a subsidiary of a public company , the 
total remuneration payable by the company to its directors, its managing 
agent or secretaries and treasurers, if any , and its manager , if any , shall 
not exceed eleven per cent of the net profits of the company , computed 
in the manner laid down in sections 349 , 350 and 351, except that the re 
muneration of the directors shall not be deducted from the gross profits. 

(2 ) The percentage aforesaid shall be exclusive of any fees payable 
to directors for meetings of the Board attended by them . 

(3) Nothing contained in sub -s :ctions (1) and (2) shall be deemed - 
(a ) to prohibit the payment of a monthly remuneration to 

directors in accordance with the provisions of section 309 
or to a manager in accordanc: with the provisions of 

section 387 ; or 
(6 ) to affect the operation of sctions 352 , 353, 354, 356, 357, 

358 , 359 or 360 . 
(4) Notwithstanding anything contained in sub-sections (1) to (3), 
if in any financial year , a company has no profits or its profits are in 
adequate, the company may pay to any director or directors including 
managing or whole -time directors , if any , its managing agent or 
secretaries and treasurers, if any, and its manager , if any , or if th :re are 
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two or more of them holding office in the company, to all of them 
together, by way of minimum remuneration, such sum . not exceeding 
fifty thousand rupees per annum as it considers reasonable : 

Provided that where a monthly payment is being made or is pro. 
posed to be mad » to any managing or whole-time director or directors 
and the manager or to any one or more of them and the Central 
Government is satisfied that for the efficient conduct of the business 
of the company, the minimum , remuneration of fifty thousand rupees 
by order , sanction an increase in the minimum remuneration to such 
sum , for such period , and subject to such conditions , if any , as may 
be specified in the order . 

199 Calculation of commission etc., in certain cases.- (1) Where 
any commission 

other remuneration payable to any officer or 
employee of a company (not being a director , th : managing agent, 
secretaries and treasurers or a manager ), is fixed at a percentage of, or is 
otherwise based on , the net profits of the company, sich profits shall be 
calculated in the manner set out in sections 349 , 350 and 351 . 


or 


(2) Any provision in force at the commencement of this Act for 
the payment of any commission or other remuneration in any manner 
based on the net profits of a company , shall continue to be in force for 
a period of one year from such commencement; and thereafter shall 
become subject to the provisions of sub -section (1) . 

200. Prohibition of tax -freə payments.- (1) No company shall pay to 
any officer or employee thereof, whether in his capacity as such or 
otherwise , remuneration free of any tax , or otherwise calculated by 
reference to , or varying with , any tax payable by him , or the rate or 
standard rate of any such tax , or the amount thereof. 


Explanation . - In this sub -section , the expression " tax " comprises 
any kind of income- tax including super -tax . 

(2 ) Where by virtue of any provision in force immediately before 
the commencement of this Act, whether contained in the company s 
articles, or in any contractmade with the company , or in any resolution 
passed by the company in generalmeeting or by the company s Board of 
directors, any officer or employee of the company holding any office at 
the commencement of this Act is entitled to remuneration in any of the 
modes prohibited by sub -section (1), such provision shall have effect 
during the residue of the term for which he is entitled to hold such 
office at such commencement, as if it provided instead for the pay 
ment of a gross sum subject to the tax in question , which aiter de 
ducting such tax , would yield the net sum actually specified in such 
provision . 
(3) This section shall not apply to any remuneration 

(a ) which fell due before the commencement of this Act, or 

(0) which may fall due after the commencement of this Act, in 
respect of any period before such commencement. 
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201. Avoidance of provisions relieving liabllity of omcers and audiors 
of company.- (1 ) Save as provided in this section, any provision , whether 
contained in the articles of a company or in an agreement with a company 
or in any other instrument, for exempting any officer of the company or 
any person einployed by the company as auditor from , or indemnifying 
him against, any liability which , by virtue of any rule of law , would 
otherwise attach to him in respect of any negligence, default, misfeas 
ance , breach of duty or breach of trust of which he may be guilty in 
relation to the company , 

shall be void : 


Provided that a company may , in pursuance of any such provision as 
aforesaid , indemnify any such officer or auditor against any liability 
incurred by him in defending any proceedings, whether civil or criminal, 
in which judgment is given in his favour or in which he is acquitted or 
discharged or in connection with any application under section 633 in 
which relief is granted to him by the Court. 


(2) Nothing contained in the proviso to sub -s :ction (1) shall apply 
to the constituted attorney of the managing agent of a company , un 
less such attorney is , or is deemed to be, an officer of the company. 


Prevention of Management by Undesirable Persons 


202. Undischarged insolvent not to manage companies.— (1) If any 
person, being an undischarged insolvent, 


(a ) discharges any of the functions of a director , or acts as 
or discharges any of the functions of the managing agent, secre 
taries and treasurers , or manager , of any company; or 


(6 ) directly or indirectly takes part or is concerned in the 
promotion , formation or management of any company ; 


he shall be punishable with imprisonment for a term which may 
extend to two years, or with fine which may extend to five thousand 
rupees, or with both . 


( 2) In this section , company” includes 


(a ) an unregistered company ; and 

(6 ) a body corporate incorporated outside India, which has 
an established place of business within India. 


203. Power to restrain fraudulent persons from managing com 
panies. ( 1) Where 


(a ) a person is convicted of any offence in connection with 
the promotion , formation or management of a company; or 

(6) in the course of winding up a company it appears that a . 
person 
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(i) has been guilty of any offence for which he is punishable 
(whether he has been convicted or not) under section 542; or 

(ii) has otherwise been guilty, while an officer of the com . 
pany, of any fraud or misfeasance in relation to the company 

or of any breach of his duty to the company ; 
the Court may make an order that that person shall not, without the 
leave of the Court, be a director of, or in any way , whether directly 
or indirectly, be concerned or take part in the promotion, formation 
or management of a company, for such period not exceeding five years 
as may be specified in the order. 
(2) In sub -section (1), the expression “ the Court” , — 

la) in relation to the making of an order against any person 
by virtue of clause (a ) thereof , includes the Court by which he 
is convicted , as well as any Court having jurisdiction to wind up 
the company as respects which the offence was committed ; and 

(6 ) in relation to the granting of leave , means any Court 
having jurisdiction to wind up the company as respects which 
leave is sought. 

(3) A person intending to apply for the making of an order under 
this section by the Court having jurisdiction to wind up a company 
shall give not less than ten days notice of his intention to the person 
against whom the order is sought, and at the hearing of the applicatios , 
the last-mentioned person may appear and himself give evidence or 
call witnesses. 

(4) An application for the making of an order under this section 
by the Court having jurisdiction to wind up a company may be made 
by the Official Liquidator , or by the liquidator of the company , or by 
any person who is or has been a member or creditor of the company. 
(5) On the hearing of any application for an 

order under this 
section by the Official Liquidator or the liquidator, or of any application 
for leave under this section by a person against whom an order has been 
made on the application of the Official Liquidator or liquidator , 
the Official Liquidator or liquidator shall appear and call the attention 
of the Court to any matters which seem to him to be relevant, and 
may himself give evidence or call witnesses. 

(6 ) An order may be made by virtue of sub - clause (ii) of clause 
(6) of sub -section (i), notwithstanding that the person concerned 
may be criminally liable in respect of the matters on the ground 
of which the order is to be made, and for the purposes of the said 
sub -clause (ii), the expression " officer " shall include any person in 
accordance with whose directions or instructions the Board of directors 
of the company has been accustomed to act. 

(7 ) If any person acts in contravention of an order made under 
this section, he shall , in respect of each offence, be punishable with 
imprisonment for a term which may extend to two years, or with fine 
which may extend to five thousand rupees, or with both . 
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(8 ). The provisions of this section shall be in addition to , and with 
out prejudice to the operation of, any other provision contained in this 
Act . 


Restriction on appointment of firmsand bodies corporate to offices 


207. Restriction on appointment of flrm or body corporate to omce or 
place of profit under a company.— (1) Save as provided in sub -section (2), 
no company shall , after the commencement of this Act, appoint or employ 
any firm or body corporate to or in any office or place of profit under the 
company , other than the office of managing agent or secretaries and 
treasurers, for a term exceeding five years at a time. 

(2) Sub - section (1) shall not apply to the appointment or employ 
ment of a firm or body corporate as a technician or a consultant, 

(i) unless the firm or body corporate aforesaid is already 
the managing agent or secretaries and treasurers of the company; or 

(ii) unless a partner in the firm aforesaid , or a director or 
member of the body corporate aforesaid being a private company , 
or a director of the body corporate aforesaid not being a private 


company , is 


already the managing agent of the company; 


or a member of the firm , a director or member of the private 
company, or a director of the body corporate not being a private 
company , which firm , private company or body corporate is already 
the managing agent or the secretaries and treasurers of the company . 


(3) Any firm or body corporate holding at the commencement of 
this Act any office or place of profit under the company shall , unless its 
term of office expires earlier, be deemed to have vacated its office im 
mediately on the expiry of five years from the commencement of this 
Act. 

(4 ) Nothing contained in sub -section (1) shall be deemed to prohibit 
the re -appointment, re -employment, or extension of the term of office, 
of any firm or body corporate by further periods not exceeding five years 
on each occasion : 


Provided that any such re-appointment, re-employment or extension 
shall not be sanctioned earlier than two years from the date on which it 
is to come into force . 


(5) Any office or place in a company shall be deemed to be an offica 
or place of profit under the company, within the meaning of this section , 
if the person holding it obtains anything by way of remuneration, whether 
as salary , fees , commission , perquisites, the right to occupy free of rent 
any premises as a place of residence , or otherwise . 

(6) This section shall not apply to a private company, unless it is a 
subsidiary of a public company . 
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Dividends and manner and time of payment thereof 
205. Dividend to be paid only out of profits.- No dividend shall be 
declared or paid except out of the profits of the company or out of 
moneys provided by the Central or a State Government for the payment 
of the dividend in pursuance of a guarantee given by such Government. 

Explanation . — Nothing in this section shall be deemed to affect in 
any manner the operation of section 208 . 

206. Dividend not to be paid except to registered shareholders or to their 
order or to their bankers.- (1) No dividend shall be paid by a company in 
respect of any share therein , except 

(a ) to the registered holder of such share or to his order or to 
his bankers ; or 

(6) in case a share warrant has been issued in respect of the 
share in pursuance of section 114 , to the bearer of such warrant or 
to his bankers. 

(2) Nothing contained in sub -section (1) shall be deemed to require 
the bankers of a registered shareholder to make a separate application to 
the company for the payment of the dividend . 

207. Penalty for failure to distributo dividends within three months.-- 
Where a dividend has been declared by a company but has not been paid , 
or the warrant in respect thereof has not been posted , within three months 
from the date of the declaration , to any shareholder entitled to the payment 
of the dividend , every director of the company; its managing agent or 
gecretaries and treasurers ; and where the managing agent is a firm or body 
corporate , every partner in the firm and every director of the body 
corporate ; and where the secretaries and treasurers are a firm , every partner 
in the firm and where they are a body corporate , every director thereof; 
shall, if he is knowingly a party to the default, be punishable with simple 
imprisonment for a term which may extend to se days and shall also be 
liable to fine : 

Provided that no offence shall be deemed to have been committed 
within the meaning of the foregoing provision in the following cases, 
namely : 
( a ) where the dividend could not be paid by reason 

of the 
operation of any law ; 

(6 ) where a shareholder has given directions to the company 
regarding the payment of the dividend and those directions cannot 
be complied with ; 

(c) where there is a dispute regarding the right to receive the 
dividend ; 

(d ) where the dividend has been lawfully adjusted by the company 
against any sum due to it from the shareholder; or 

(e ) where , for any other reason , the failure to pay the dividend or 
to post the warrant within the period aforesaid was not due to any 
default on the part of the company. 
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Payments of interest out of capital 
208. Power of company to pay interest out of capital in certain cases - 
(1) Where any shares in a company are issued for the purpose of raising 
money to defray the expenses of the construction of any work or build 
ing , or the provision of any plant , which cannot be made profitable 
for a lengthy period , the company may 

(a ) pay interest on so much of that share capital as is for the 
time being paid up , for the period and subject to the conditions 
and restrictions mentioned in sub -sections (2 ) to (7) ; and 

(6 ) charge the sum so paid by way of interest , to capital as 
of the cost of construction of the work or building or the provision 

part 
of the plant. 

(2 ) No such payment shall be made unless it is authorised by the 
articles or by a special resolution . 

(3 ) No such payment, whether authorised by the articles or by 
special resolution , shall be made without the previous sanction of the 
CentralGovernment. 

The grant of such sanction shall be conclusive evidence , for the 
purposes of this section , that the shares of the company, in respect oi 
which such sanction is given , have been issued for a purpose specified 
in this section . 

(4 ) Before sanctioning any such payment, the CentralGovernment 
may, at the expense of the company , appoint a person to inquire into , 
and report to the Central Government on , the circumstances of the case ; 
and may, before making the appointment, require the company to give 
security for the payment of the costs of the inquiry. 

(5) The payment of interest shall be made only for such period as 
may be determined by the Central Government; and that period shall in 
no case extend beyond the close of the half-year next after the hali-year 
-during which the work or building has been actually completed or the 
plant provided . 

(6 ) The rate of interest shall in no case exceed four per cent per 
annum or such other rate as the Central Government may , by notifi 
cation in the Official Gazette , direct. 

(7) The payment of the interest shall not operate as a reduction oi 
the amount paid up on the shares in respect of which it is paid . 

(8) Nothing in this section shall affect any company to which the 
Indian Railway Companies Act, 1895 ( x of 1895), or the Indian 
Tramways Act, 1902 (IV of 1902), applies. 

Accounts 


209. Books of account to be kept by company.- (1) Every company 
shall keep at its registered office or at such other place in India as the 
Board of directors thinks fit, proper books of account with respect to 

(a ) all sums of money recieved and expended by the company 
and the matters in respect of which the receipt and expenditure 

(6 ) all sales and purchases of goods by the company; and 
(c ) the assets and liabilities 

the company. 
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(2) Where a company has a branch office, whether in or outside 
India , the company shall be deemed to have complied with the provisions 
of sub-section (1), if proper books of account relating to the transactions 
effected at the branch office are kept at that office and proper suinmarised 
returns, made up to dates at intervals ofnot more than three months , are 
sent by the branch office to the company at its registered office or the other 
place referred to in sub -section ( 1). 

(3 ) For the purposes of sub -sections (1) and (2 ), proper books of 
account shall not be deemed to be kept with respect to the matters specified 
therein , if there are not kept such books as are necessary to give a true and 
fair view of the state of the affairs of the company or branch office, as the 
case may be, and to explain its transactions . 

(4) The books of account shall be open to inspection by any director 
during bnsiness hours. 

(5 ) If any of the persons referred to in sub -section (6 ) fails to take 
all reasonable steps to secure compliance by the company with the require 
ments of this section , or has by his own wilful act been the cause of any 
default by the company thereunder, he shall, in respect of each offence, be 
punishable with fine which may extend to one thousand rupees. 


Provided that in any proceedings against a person in respect of an offence 
under this section consisting of a failure to take reasonable steps to seovre 
compliance by the company with the requirements of this section , it shall be 
& defence to prove that he had reasonable ground to believe ,and did believe, 
that a competent and reliable person was charged with the duty of seeing 
that those requirements were complied with and was in a position to 
discharge that duty . 

(6 ) The persons referred to in sub -section (5 ) are the following, 
namely : 

(a ) where the company has a managing agent or secretaries 
and treasurers, such managing agent or secretaries and treasurers; 

(6 ) where such managing agent or secretaries and treasurers 
are a firm , every partner in the firm ; 

(c ) where such managing agent or secretaries and treasurers 
are a body corporate, every director of such body corporate ; and 

(d ) where the company has neither a managing agent nor 
secretaries and treasurers, every director of the company. 

(7) If any person , not being a person referred to in sub-section 
(6 ), having been charged by the managing agent , 

secretaries and 
treasurers , or Board of directors , as the case may be, with the duty 
of seeing that the requirements of this section 
makes default in doing so, he shall, in respect of each offenco , be 
punishable with fine which may extend to one thousand rupees. 

210 . Annual accounts and balance sheet.- (1) At every annual 
generalmeeting of a company held in pursuance of section 166, the Poard 
of directors of the company shall lay before the company 
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(a ) a balance sheet as at the end of the period specified in 
sub -section (3) ; and 

(6 ) a profit and loss account for that period . 
(2) In the case of a company not carrying on business for profit an 
income and expenditure account shall be laid before the company at its 
annual general meeting instead oi a profit and loss account, and all 
references to profit and loss account" , " profit" and " loss " in this 
section and elsewhere in this Act, shall be construed , in relation to such 
a company , as references respectively to the income and expenditure 
account, " " the excess of income over expenditure , " and " the excess of 
expenditure over income" . 
(3 ) The profit and loss account shall relate 
(a ) in 

the case of the first annual general meeting of the 
company , to the period beginning with the incorporation of the 
company and ending with a day which shall not precede the day of 
the meeting by more than nine months ; and 

(6 ) in the case of any subsequent annual general meeting of the 
company, to the period beginning with the day immediately after 
the period for which the account was last submitted and ending with 
a day which shall not precede the day of the meeting by more than 
nine months, or in cases where an extension of time has been granted 
for holding the meeting under the proviso to section 166 ( 1) (c), by 
more than nine months and the extension so granted . 

(4 ) The period to which the account aforesaid relates is referred 
to in this Act as a " financial year ; and it may be less or more than 
a calendar year , but it shall not exceed fifteen months: 

Provided that it may extend to eighteen months where special 
permission has been granted in that behalf by the Registrar . 

(5 ) If any person , being a director of a company, fails to take all 
reasonable steps to comply with the provisions ot this section , he 
shall, in respect of each offence, be punishable with imprisonment 
for a term which may extend to six months, or with fine which may 
extend to one thousand rupees , or with both : 

Provided that in any proceedings against a person in respect of 
an offence under this section , it shall be a defence to prove that he 
had reasonable ground to believe , and did believe , that a competent 
and reliable person was charged with the duty of seeing that the 
provisions of this section were complied with and was in a position 
to discharge that duty : 

Provided further that no person shall be sentenced to imprisonment 
for any such offence unless it was committed wilfully . 

(6 ) If any person , not being a director of the company , having 
been charged by the Board of directors with the duty of seeing that 
the provisions of this section are complied with , makes default in 
doing so , he shall, in respect of each offence, be punishable with 
imprisonment for a term which may extend to six months, or with 
fine which may extend to one thousand rupees, or with both : 
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Provided that no person shallbe sentenced to imprisonment for any 
such offence unless it was committed wilfully . 

211. Form and contents of balance sheet and profit and loss account. 
(1) Every balance sheet of a company shall give a true and fair vien 
of the state of affairs of the company as at the end of the financial year 
and shall, subject to the provisions of this section , be in the Form Set 
out in Part I of Schedul : vi, or as near there to as circumstances admit : 

Provided that nothing contained in this sub -section shall apply to 
any insurance or banking company , or to any other class of company for 
which a form of balance sheet has been specified in or under the Act 
governing such class of company. 

(2) Every profit and loss account of a company shall give a true and 
fair view of the profit or loss of the company for the financial year and 
shall, subject as aforesaid , comply with the requirements of Part II of 
Schedule VI, so far as they are applicable thereto : 

Provided that nothing contained in this sub -section shall apply to 
any insurance or banking company, or to any other class of company for 
which a form of profit and loss account has been specified in or under 
the Act governing such class of company. 

(3) The Central Government may , by notification in the Official 
Gazette , exempt any class of companies from compliance with any of the 
requirements in Schedule VI if , in its opinion , it is necessary to grant 
the exemption in the national interest. 

Any such exemption may be granted either unconditionally or 
subject to such conditions as may be specified in the notification . 

(4) The Central Governmentmay , on the application or with the 
consent of the Board of directors of the company, by order , modify in 
relation to that company any of the requirements of this Act as to 
the matters to be stated in the company s balance sheet or profit 
and loss account for the purpose of adapting them to the circumstances 
of the company . 

(5 ) The balance sheet and the profit and loss account of a company 
shall not be treated as not disclosing a true and fair view of the state 
of affairs of the company , merely by reason of the fact that they 
do not disclose 

(i) in the case of an insurance company , any matters which 
are not required to be disclosed by the Insurance Act, 1938 (IV 
of 1938 ); 

(ii) in the case of a banking company , any matters which 

not required to be disclosed by the Banking Companies 
Act, 1949 ( x of 1949) ; 

(iii) in the case of a company engaged in the generation or 
supply of electricity , any matters which are not required to be 
disclosed by the Electricity Supply Act, 1948 (LIV of 1948 ); 

(iv ) in the case of a company governed by any other special 
Act for the time being in force , any matters which are not required 
to be disclosed by that special Act; or 
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(v ) in the case of any company, any matters which are not re 
quired to be disclosed by virtue of the provisions contained in 
Schedule VI or by virtue of a notification issued under sub -section 
(3 ) or an order issued under sub -section (4) . 

(6 ) For the purposes of this section , except where thecontextother 
wise requires, any reference to a balance sheet or profit and loss account 
shall include any notes thereon or documents annexed thereto , giving 
information required by this Act, and allowed by this act to be given in 
the form of such notes or documents . 

( 7) If any such person as is referred to in sub-section (6) of section 
209 fails to take all reasonable steps to secure compliance by the company, 
as respects any accounts laid before the company in general meeting , 
with the provisions of this section and with the other requirements of 
this Act as to the matters to be stated in the accounts , he shall, in res 
pect of each offence , be punishable with imprisonment for a term which 
may extend to six months, or with fine which may extend to one 
thousand rupees, or with both : 

Provided that in any proceedings against a person in respect of an 
offence under this section , it shall be a defence to prove that he had 
reasonable ground to believe and did believe that a competent and reliable 
person was charged with the duty of seeing that the provisions of this 
section and the other requirements aforesaid were complied with an 1 
was in a position to discharge that duty: 

Provided further that no person shall be sentenced to imprisonment 
fos any such offence unless it was committed wilfully . 

(8) If any person , not being a person referred to in sub -section (6) 
of section 209, having been charged by the managing agent, secretaries 
and treasurers, or Board of directors , as the case may be , with the duty 
of seeing that the provisions of this section and the other requirements 
aforesaid are complied with , makes default in doing so , he shall, in 
respect of each offence , be punishable with imprisonment for a term 
which may extend to six months or with fine which may extend to one 
thousand rupees , or with both : 

Provided that no person shall be sentenced to imprisonment for any 
such offence unless it was committed wilfully . 

212. Balance sheet of holding company to include certain particulars 
as to its subsidiaries.- ( 1) There shall be attached to the balance sheet 
of a holding company having a subsidiary or subsidiaries at the end of 
the financial year as at which the holding company s balance sheet is 
made out, the following documents in respect of such subsidiary or ot 
each such subsidiary , as the case may be: 

(a ) a copy of the balance sheet of the subsidiary ; 
(6 ) a copy of its profit and loss account; 
(c) a copy of the report of its Board of directors; 
(d ) a copy of the report of its auditors; 

(e ) a statement of the holding company s interest in the 
subsidiary as specified in sub -section (3); • 

(f) the statement referred to in sub -section (5), if any ; and 
(g ) the report referred to in sub -section (6 ), if any . 
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(2),, (a) The balance sheet ref :rred to in clause (a) of sub-section 
as at the end of the financial year of the subsidiary next before the day 
(1) shall be made out, in accordance with the requirements of this Ach. 
as at which the holding company s balance sheet is made out. 

(6 ) The profit and loss account and the reports of 
directors and of the auditors, referred to in clauses.( ), (c) and (a ) of 
sub - section (1) , shall be made out, in accordance with the requirements 
of this Act, for the financial year of the subsidiary referred to in 
clause (a ). 

(c) The financial year aforesaid of the subsidiary shall not end on 
a day which precedes the day on which the holding company s financial 
year ends by more than six months. 

(d ) Where the financial year of a subsidiary is shorter in duration 
than that of its holding company , references to the financial year of the 
subsidiary in clauses (a ), (b ) and (c ) shall be construed as references 
to two or more financial years of the subsidiary the duration of which , 
in the aggregate, is not less than the duration of the holding company s 
financial year. 

(3) The statement referred to in clause (e ) of sub -section (1) shall 
specify 

(a ) the extent of the holding company s interest in the sub 
sidiary at the end of the financial year or of the last of the finan 
cial years of the subsidiary referred to in sub -section (2 ); 

(6 ) the net aggregate amount, so far as it concerns members of 
the holding company and is not dealt with in the company s ac 
counts, of the subsidiary s profits after deducting its losses or 
vice versa 

(i) for the financial year or years of the subsidiary afore 
said ; and 

(ii) for the previous financial years of the subsidiary since 
it became the holding company s subsidiary ; 

(c ) the net aggregate amount of the profits of the subsidiary 
after deducting its losses or vice versa 

(i) for the financial year , Lor years of the subsidiary afore 
said ; and 

( ii ) for the previous financial years of the subsidiary since 
it became the holding company s subsidiary ; 
so far as those profits are dealt with , or provision is made for 
those losses , in the company s accounts. 

(4) Clauses (6) and (c) of sub -section (3) shall apply only to 
profits and losses of the subsidiary which may properly be treated in 
the holding company s accounts as revenue profits or losses, and the 
profits or losses attributable to any shares in a subsidiary for the 
time being held by the holding company or any other of its subsi 
diaries shall not (for that or any other purpose) be treated as afore 
said so far as they are profits or losses for the period before the date 


lii 
on or as from which the shares were acquired by the company or any 
of its subsidiaries, except that they may in a proper case be so treated 
where 

(a ) the company is itself the subsidiary of another body 
corporate ; and 

(6 ) the shares were acquired from that body corporate or a 
subsidiary of it ; 
and for the purpose of determining whether any profits or losses are to 
be treated as profits or losses for the said period , the profit or loss for 
any financial year of the subsidiary may , if it is not practicable to 
apportion it with reasonable accuracy by reference to the facts,be 
treated as accruing from day to day during that year and be apportioned 
accordingly . 

(5 ) Where the financial year or years of a subsidiary referred to 
in sub - section ( 2 ) do not coincide with the financial year of the holding 
company , a statement containing information on the following matters 
shall also be attached to the balance sheet of the holding company : 

(a ) whether there has been any, and, if so , what change in the 
holding company s interest in the subsidiary between the end of the 
financial year or of the last of the financial years of the subsidiary 
and the end of the holding company s financial year ; 

( ) details of any material changes which have occurred 
between the end of the financial year or of the last of the financial 
years of the subsidiary and the end of the holding compony s 
financial year in respect of 

(i) the subsidiary s fixed assets; 
(ii ) its investments ; 
(iii) the moneys lent by it; 

(iv ) the moneys borrowed by it for any purpose other 
than that of meeting current liabilities. 
(6 ) If, for any reason , the Board of directors of the holding com 
pany is unable to obtain intormation on any of the matters required to be 
specified by sub -section (4) , a report in writing to that effect shall be 
attached to the balance sheet of the holding company. 

(7) The documents referred to in clauses (e), (f) and (a) of sub 
section (1) shall be signed by the persons by whom the balance sheet 
of the holding company is required to be signed. 

(8) The Central Government may, on the application or with the 
consent of the Board of directors of the company, direct that in relation 
to any subsidiary , the provisions of this section shall not apply , 
or shall apply only to such extent as may be specified in the direction. 

(9) If any such person as is referred to in sub -section (6) of section 
209 fails to take all" reasonable steps to comply with the provisions 
of this section , he shall , in respect of each offence , be punishable 
with imprisonment for a term which may extend to six months, or with 
fine which may extend to one thousand rupees, or with both : 
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Provided that in any proceedings against a person in respect of 
offence under this section , it shall be a defence to prove that he had 
reasonable ground to believe, and did believe, that a competent and 
reliable person was charged with the duty of seeing that the provisions 
of this section were complied with and was in a position to discharge that 
duty : 

Provided further that no person shall be sentenced to imprisonment 
for any such offence unless it was committed wilfully . 

(10) If any person , not being a person referred to in sub -section 
(6) of section 209, having been charged by themanaging agent, secretaries 
and treasurers, or Board of directors, as the case may be, with the duty 
of seeing that the provisions of this section are complied with , makes 
default in doing so, he shall , in respect of each offence, be punishable 
with imprisonment for a term which may extend to six months, or with 
fine which may extend to one thousand rupees , or with both : 

Provided that no person shall be sentenced to imprisonment for any 
such offence unless it was committed wilfully . 

213. Financial year of holding company - and subsidiary :-- (1) 
Where it appears to the Central Government desirable for a holding 
company or a holding company s subsidiary , to extend its financial 
year so that the subsidiary s financial year may end with that of the 
holding company , and for that purpose to postpone the submission 
of the relevant accounts to a general meeting , the Central Government 
may , on the application or with the consent of the Board of directors 
of the company whose financial year is to be extended , direct thắt 
in the case of that company, the submission of accounts to a general 
meeting , the holding of an annual general meeting or the making 
of an annual return , shall not be required to be submitted , held or made, 
earlier than the dates specified in the direction , notwithstanding 
anything to the contrary in this Act or in any other Act for the time 
being in force . 

(2) The Central Government shall , on the application of the 
Board of directors of a holding company or a holding company s sub 
sidiary , exercise the powers conferred on that Government by sub 
section (1) if it is necessary so to do , in order to secure that the end 
of the financial year of the subsidiary does not precede the end of 
the holding company s financial year by more than six months, where 
that is not the case at the commencement of this Act, or at the date 
on which the relationship of holding company and subsidiary comes 
into existence where that date is later than the commencement 
of this Act . 

· 214. Rights of holding company s representatives and members. 
(1) A holding company may , by resolution, authorise representatives 
named in the resolution to inspect the books of account kept by any 
of its subsidiaries ; and the books of account of any such subsidiary 
shall be open to inspection by those representatives at any time during 
business hours . 

(2 ) The rights conferred by section 235 upon members of a com 
pany may be exercised , in respect of any subsidiary , by members of 
the holding company as if they alone were members of the subsidiary . 
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215. Authentication of balance sheet and profit and loss account.- 
(1) Save as provided by sub -section (2), every balance sheet and every 
profit and loss account of a company shall be signed on behalf of the 
Board of directors 

(i) in the case of a banking company, by the persons specified 
in clause (n.) or clause (6 ) , as the case may be , of, sub -section (2) of 
section 29 of the Banking Companies Act, 1949 ( x o : 1949 ) ; 

(ii) in the case of any other company , by its managing agent, 
secretaries and treasurers, manager or secretary , if any , and by not 
less than two directors of the company one of whom shall be a 
managing director where there is one . 

( 2) In the case of a company not being a banking company , when 
only one of its directors is for the time being in India , the balance sheet 
and the profit and loss account shall be signed by such director ; but in 
such a case there shall be attached to the balance sheet and the profit and 
loss account a statement signed by him explaining the reason for non 
compliance with the provisions of sub -section (1), 

(3) The balance sheet and the profit and loss account shall be 
approved by the Board of directors before they are signed on behalf of 
the Board in accordance with the provisions of this section and before 
they are submitted to the auditors for their report thereon . 

216. Profit and loss account to be annexed and auditors report to 
be attached to balance sheet. — The profit and loss account shall be 
annexed to the balance sheet and the auditors report shall be attached 
thereto . 

217. Board s report.- ( 1) There shall be attached to every balance 
sheet laid before a company in general meeting , a report by its Board of 
directors , with respect to 

(a ) the state of the company s affairs ; 

(b) the amounts , if any , which it proposes to carry to any 
reserves either in such balance sheet or in a subsequent balance 
sheet; and 

(c ) the amount, if any , which it recommends should be paid by 
way of dividend. 

(2) The Board s report shall, so far as is material for the apprecia 
tion of the state of the company s affairs by its members and will not in 
the Board s opinion be harmful to the business of the company or of any 
of its subsidiaries, deal with any changes which have occurred during 
the financial year 

(a ) in the nature of the company s business; 

(6 ) in the company s subsidiaries or in the nature of the business 
carried on by them ; and 

(c ) generally in the classes of business in which the company , 
has an interest. 

(3) The Board shall also be bound to give the fullest information 
and explanations in its report aforesaid , or in cases falling under the 
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proviso to section 222 , in an addendum to that report, on every reserva. 
tion , qualification or adverse remark contained in the auditors report. 
by its chairman if he is authorised in that behalf by the Board; and 

(4) The Board s report and any addendum thereto shall be signed 
where he is not so authorised , shall be signed by such number of 
directors as are required to sign the balance sheet and the profit and 
loss account of the company by virtue of sub-sections (1) and (2) of 
section 215 . 

(5) If any person , being a director of a company , fails to take 
all reasonable steps to comply with the provisions of sub- sections (1) 
to (3), or being the chairman , signs the Board s report otherwise 
than in conformity with the provisions of sub -section (4), he shall , 
in respect of each offence, be punishable with imprisonment for a 
term which may extend to six months, or with fine which may 
extend to two thousand rupees , with both : 

Provided that no person shall be sentenced to imprisonment for 
any such offence unless it was committed wilfully : 

Provided further that in any proceedings against a person in 
respect of an offence under sub -section (1) , it shall be a defence to 
prove that he had reasonable ground to believe, and did believe, that 
a competent and reliable person was charged with the duty of seeing 
that the provisions of that sub -section were complied with and was in 
a position to discharge that duty . 

(6) If any person , not being a director, having been charged by 
the Board of directors with the duty of seeing that the provisions of 
sub - sections (1) to (3) are complied with , makes default in doing so, 
he shall, in respect of each offence , be punishable with imprisonment 
for a term which may extend to six months, or with fine which may 
extend to two thousand rupees, or with both : 

Provided that no person shall be sentenced to imprisonment for 
any such offence unless it was committed wilfully . 


218. Penalty for improper issue , cireulation or publication of balance 
sheet or profit and loss account.- (a ) It any copy of a balance sheet or 
profit and loss account which has not been signed as required by 
section 215 is issued , circulated or published ; or 

(6 ) If any copy of a balance sheet is issued , circulated or pub 
lished without there being annexed or attached thereto , as the case 
may be, a copy each of (i) the profit and loss account, (ii ) any ac 
counts, reports or statements which , by virtue of section 212 , are 
required to be attached to the balance sheet, (iii) the auditors report, 
and (iv ) the Board s report referred to in section 217 ; 
the company , and every officer of the company who is in default, 
shall be punishable with fine which may extend to five hundred rupees. 

219. Right of member to copies of balance sheet and auditors 
report.- (1) A copy of every balance sheet (including the profit and 
loss account, the auditors report and every other document re 
quired by law to be annexed or attached , as the case may be , to the 
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balance sheet) which is to be laid before a company in general meeting 
shall, not less than twenty -one days before the date of the meeting , be 
sent to every member of the company, to every holder vi debentures 
issued by the company (not being debentures which c.vfacie are payable 
to the bearer thereof) , to every trustee for the holders of any debentures 
issued by the company, whether such member , holder or trustee is or iz 
not entitled to have notices of general meetings of the company sent to 
him , and to all persons other than such members, holders or trustees, 
being persons so entitled . 


Provided that 

(a ) in the case of a company not having a share capital, this 
sub -section shall not require the sending of a copy of the documents 
aforesaid to a member, or holder of debentures, of the company who 
is not entitled to have notices of general meetings of the company 
sent to him ; 

(6 ) this sub -section shall not require a copy of the documents 
aforesaid to be sent 

(i) to a member, or holder of debentures, of the company, 
who is not entitled to have notices of general meetings of the 
company sent to him and of whose address the company is 
unaware ; 

(ii) to more than one of the joint holders of any shares or 
debentures none of whom is entitled to have such notices sent 
to him ; or 

( iii) in the case of joint holders of any shares or debentures 
some of whom are and some of whom are not entitled to have 
such notices sent to them , to those who are not so entitled ; and 


(c ) if the copies of the documents aforesaid are sent less than 
twenty - one days before the date of the meeting , they shall, 
notwithstanding that fact , be deemed to have been duly sent if it is 
so agreed by all the members entitled to vote at-the meeting . 


( 2 ) Any member or holder of debentures of a company, whether he 
is or is not entitled to have copies of the company s balance sheet sent 
to him shall, on demand , be entitled to be furnished without charge, and 
any person from whom the company has accepted a sum of money by 
way of deposit shall, on demand accompanied by the payment of a fee of 
one rupee, be entitled to be furnished , with a copy of the last balance 
sheet of the company and of every document required by law to be 
annexed or attached thereto , including the profit and loss account and 
the auditors report. 

(3) If default is made in complying with sub - section (1), the 
company , and every officer of the company who is in default , shall be 
punishable with fine which may extend to five hundred rupees. 

( 4) If, when any person makes a demand for a copy of any 
document with which he is entitled to be furnished by virtue of 
sub -section (2), default is made in complying with the demand 
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within seven days after the making thereof, the company , and every 


officer of the company who is in default, shall be punishable with fine 
which may extend to five hundred rupees, unless it is proved that that 
person had already made a demand for and been furnished with a copynot 


The Court may also , by order, direct that the copy demanded shall 
forthwith bé furnished to the person concerned . 

(5) Sub -sections (1) to (4) shall not apply in relation to a balance 
sheet of a private company laid before it before the commencement of 
this Act; and in such a case the right of any person to have sent to him 
or to be furnished with a copy of the balance sheet, and the liability of 
the company in respect of a failure to satisfy that right, shall be the 
same as they would have been if this Act had not been passed. 

220. Three copies of balance sheet, etc. to be Alled with Registrar. 
(1) After the balance sheet and the profit and loss account have been laid 
before a company at an annual generalmeeting as aforesaid , there shall 
be filed with the Registrar at the same time as the copy of the annual 
return referred to in section 161— 

(a ) in the case of a public company , three copies of the 
balance sheet and the profit and loss account, signed by the 
managing director , managing agent, secretaries and treasurers, 
manager or secretary of the company , or if there be none of 
these , by a director of the company, together with three copies 
of all documents which are required by this Act to be annexed or 
attached to such balance sheet or pro fit and loss account; 

(6 ) in the case of a private company , three copies of the 
balance sheet certified to be true copies by the company s 
auditors and of the auditors report in so far as it relates to the 
balance sheet. 

(2) If the annual general meeting of a public or private com 
pany before which a balance sheet is laid as aforesaid does not adopt 
the balance sheet , a statement of that fact and of the reasons there . 
for shall be annexed to the balance sheet and to the copies thereof 
required to be filed with the Registrar . 

(3) If default is made in complying with the requirements of 
sub -sections (1) and (2), the company , and every officer of the 
company who is in default, shall be liable to the like punishment as 
is provided by section 162 for a default in complying with the pro 
visions of sections 159 , 160 or 161. 

221. Duty of officer to make disclosure of payments, etc.- (1) 
Where any particulars or information is required to be given in the 
balance sheet or profit and loss account of a company or in any 
document required to be annexed or attached thereto , it shall be the 
duty of the concerned officer of 

the company to furnish without 
delay to the company, and also to the company s auditor whenever 
he so requires, those particulars or that information in as full a 
manner as possible. 
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(2 ) Where the officer concerned is a firm or body corporate acting 
as managing agent or as secretaries and treasurers, the duty aforesaid 
shall extend to every partner in the firm , or to every director of the 
body corporate , as the case may be. 

(3) The particulars or information referred to in sub-section (1) 
may relate to payments made to any director , managing agent, secre . 
taries and treasurers , or other person by any other company , body 
corporate , firm or person . 

(4) If any person knowingly makes default in performing the duty 
cast on him by the foregoing provisions of this section , he shall be 
punishable with imprisonment which may extend to six months, or 
with fine which may extend to five thousand rupees , or with both . 


222. Construction of references to documents annexed to accounts. 
References in this Act to documents annexed or required to be annex 
ed to a company s accounts or any of them shall not include the 
Board s report, the auditors report or any document attached or 
required to be attached to those accounts: 

Provided that any information which is required by this Act to be 
given in the accounts, and is allowed by it to be given in a statement 
annexed to the accounts, may be given in the Board s report instead of 
in the accounts ; and if any such information is so given , the report shall 
be annexed to the accounts and this Act shall apply in relation thereto 
accordingly, except that the auditors shall report thereon only in so far 
as it gives the said information . 


223 Certain companies to publish statement in the Form in Table 
F in Schedule I.- (1) Every company which is a limited banking com 
pany, an insurance company, or a diposit, provident or benefit society , 
shall , before it commences business and also on the first Monday in 
February and the first Monday in August in every year during which 
it carries on business , make a statement in the form in Table F in 
Schedule I, or in a Form as near thereto as circumstances admit. 


(2) A copy of the statement, together with a copy of the last 
audited balance sheet laid before the members of the company, shall be 
displayed and until the display of the next following statement, shall be 
kept displayed , in a conspicuous place in the registered Office of 
the company, and in every branch office or place where the business 
of the company is carried on . 

(3 ) Every member , and every creditor , of the company shall be 
entitled , on payment of a sum of eight annas, to be furnished with 
a copy of the statement, within seven days of such payment. 

(4) If default is made in complying with any of the requirements 
of this section , the company , and every officer of the company who is 
in default, shall be punishable with fine which may extend to fifty 
rupees for every day during which the default continues . 

(5) This section shall not apply to a life assurance company or 
provident insurance society to which the provisions of the insurance 
Act, 1938 (IV of 1938), as to the annual statements to be made by such 
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shall not be 


company or society, apply with or without modifications, if the 
company or society complies with those provisions. 

Audit 
224. Appointment and remuneration of auditors. (1) Every company 
shall , ateach annual general meeting , appointan auditor or auditors-1 
hold office from the conclusion of that meeting until the conclusion of 
the next annual generalmeeting . 

(2) At any annual general meeting , a retiring auditor, by 
whatsoever authority appointed, shall be re-appointed , unless 

(a ) he is not qualified for re-appointment ; 
(b ) he has given the company notice 

in writing of his 
unwillingness to be re -appointed ; 
(c) a resolution has been passed 

at that meeting appointing 
somebody instead of him or providing expressly that 
re- appointed ; or 

(a ) where notice has been given of an intended resolution to 
appoint some person or persons in the place of a retiring auditor, 
and by "reason of the death , incapacity or disqualification of that 
person or of all those persons, as the case may be , the resolution 
cannot be proceeded with . 

- (3 ) Where at an annual general meeting no auditors are appointed 
or reappointed , the Central Government may appoint a person to fill 
the vacancy . 

(4 ) The company shall , within seven days of the Central Govern 
ment s power under sub -section ( 3) , becoming exercisable , give notice 
of that fact to that Government ; and , if a company fails to give such 
notice , the company , and every officer of the company who is in 
default, shall be punishable with fine which may extend to five 
hundred rupees. 

(5) The first auditor or auditors of a company shall be appointed 
by the Board of, directors within one month of the date of registration 
of the company ; and the auditor or auditors so appointed shall hold 
office until the conclusion of the first annual general meeting : 
Provided that 

(a ) the company may , at a general meeting , remove any 
such auditor or , all or any of such auditors and appoint in his 
or their places any other person or persons who have been 
nominated for appointment by any member of the company and 
of whose nomination notice has been given to the members of 
the company not less than fourteen days before the date of the 
meeting ; and 

(6) if the Board fails to exercise its powers under this sub 
section, the company in general meeting may appoint the first 
auditor or auditors. 

(6) (a ) The Board may fill any casual vacancy in the office of 
an auditor ; but while any such vacancy continues, the remaining 
auditor or auditors , if any , may act: 
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Provided that where such vacancy is caused by the resignation of 
an auditor , the vacancy shall only be filled by the company in general 
meeting . 

(6) Any auditor appointed in a casual vacancy shall hold office 
until the conclusion of the next annual general meeting . 

(7) Except as provided in the proviso to sub -section (5) , any auditor 
appointed under this section may be removed from oflice beiore the 
expiry of his term only by the company in general meeting , after 
obtaining the previous approval of the Central Government in that 
behalf . 
(8 ) The remuneration of the auditors of a company 

(a ) in the case of an auditor appointed by the Board or the 
Central Government, may be fixed by the Board or the Central 
Government , as the case may be ; and 

(6) subject to clause (a), shall be fixed by the company in 
general meeting or in such manner as the company in general 
meeting may determine . 

For the purposes of this sub -section , any sums paid by the company 
in respect of the auditors expenses shall be deemed to be included in 
the expression remuneration " . 

225. Provisions as to resolutions for appointing or removing auditors.-, 
(1 ) Special notice shall be required for a resolution at an annual general 
meeting appointing as auditor a person other than a retiring auditor , 
or providing expressly that a retiring auditor shall not be re-appointed . 

(2 ) On receipt of notice of such a resolution , the company shall 
forth with send a copy thereof to the retiring auditor . 


(3) Where notice is given of such a resolution and the retiring 
auditor makes with respect thereto representations in writing to the 
company (not exceeding a reasonable length ) and requests their notifica 
tion to members of the company, the company shall , unless the 
representations are received by it too late for it to do so , 

(a ) in any notice of the resolution given to members of the 
company, state the fact of the representations having been made; 
and 

(6 ) send a copy of the representations to every member of 
the company to whom notice of the meeting is sent, whether before 

or after the receipt of the representations by the company ; 
and if a copy of the representations is not sent as aforesaid because 
they were received too late or because of the company s default, the 
auditor may (without prejudice to his right to be heard orally ) require 
that the representations shall be read out at the meeting : 


Provided that copies of the representations need not be sent out 
and the representations need not be read out at the meeting if, on the 
application either of the company or of any other person who 
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claims to be aggrieved, the Court is satisfied that the rights conferred by 
this sub - section are being abused to secure needless publicity for 
defamatory matter; and the Court may order the company s costs on 
such an application to be paid in whole or in part by the auditor, 
notwithstanding that he is not a party to the application . 

(4) Sub -sections (2) and (3) shall apply to a resolution to remove 
the first auditors or any of them under sub-section (5) of section 224 or 
to the removal of any auditor or auditors under sub -section (7) of that 
section, as they apply in relation to a resolution that a retiring auditor 
shall not be re -appointed . 


226. Qualifications and disqualifications of auditors.- (1) A person 
shall not be qualified for appointment as auditor of a company unless 
he is a chartered accountant within the meaning of the Chartered 
Accountants Act, 1949 (XXXVIII of 1949 ) : 

Provided that a firm whereof all the partners practising in India 
are qualified for appointment as aforesaid may be appointed by its firm 
name to be auditor of a company , in which case any partner so practis 
ing may act in the name of the firm . 

(2 ) (a ) Notwithstanding anything contained in sub - section (1) , but 
subject to the provisions of any rules made under clause (b ), the holder 
of a certificate granted under a law in force in the whole or any portion 
of a Part B State immediately before the commencement of the Part B 
States (Laws) Act, 1951 (III of 1951), entitling him to act as an 
auditor of companies in that State or any portion thereof, shall be 
entitled to be appointed to act as an auditor of companies registered 
anywhere in that State . 

(6 ) The Central Government may , by notification in the Official 
Gazette , make rules providing for the grant, renewal, suspension or 
cancellation of auditors certificates to persons in Part B States for the 
purposes of clause (a ), and prescribing conditions and restrictions for 
such grant, renewal, suspension or cancellation . 

(3) None of the following persons shall be qualified for appointment 
as auditor of a company 

(a ) a body corporate ; 
(0 ) an officer or employee of the company ; 

(c ) a person who is a partner , or who is in the employment, 
of an officer or employee of the company ; 

(a ) a person who is indebted to the company for an amount 
exceeding one thousand rupees , or who has given any guarantee 
or provided any security in connection with the indebtedness of any 
third person to the company for an amount exceeding one thousand 
rupees; 

(e) a person who is a director or member of a private company , 
or a partner of a firm , which is the managing agent or the secretaries 
and treasurers of the company ; 
(1 ) a 

person who is a director, or 
exceeding five per cent. in nominal value of the subscribed capital, 

the holder of shares 
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of any body corporate which is the managing agent or the 
secretaries and treasurers, of the company: 


Provided that any shares held by such person as nominee or 
trustee for any third person and in which the holder has no bene 
ficial interest shall be excluded in computing the percentage of shares 
held by him for the purpose of this clause . 


1 


Explanation . - References in this sub -section to an officer or 
employee shall be construed as not including references to an auditor. 

(4) A person shall also not be qualified for appointment as auditor of 
a company if he is , by virtue of sub -section (3), disqualified for appoint 
ment as auditor of any other body corporate which is that company s 
subsidiary or holding company or a subsidiary of that company s holding 
company, or would be so disqualified if the body corporate were a 
company . 

(5) If an auditor becomes subject, after his appointment, to any of 
the disqualifications specified in sub-sections (3) and (4 ), he shall be 
deemed to have vacated his office as such . 


227. Powers and duties of auditors.- ( 1) Every auditor of a company 
shall have a right of access at all times to the books and accounts and 
youchers of the company , whether kept at the head office of the company 
or elsewhere , and shall be entitled to require from the officers of the 
company such information and explanations as the auditor may think 
necessary for the performance of his duties as auditor. 

(2) The auditor shall make a report to the members of the company 
on the accounts examined by him , and on every balance sheet and profit 
and loss account and on every other document declared by this Act 
to be part of or annexed to the balance sheet or profit and loss account, 
which are laid before the company in general meeting during his 
tenure of office , and the report shall state whether , in his opinion and 
to the best of his information and according to the explanations given 
to him , the said accounts give the information required by this Act 
in the manner so required and give a true and fair view 

(i) in the case of the balance sheet, of the state of the 
company s affairs as at the end of its financial year ; and 

(ii) in the case of the profit and loss account, of the profit 
or loss for its financial year . 
(3) The auditor s report shall also state 

(a ) whether he has obtained all the information and expla 
siations which to the best of his knowledge and belief were necessary 
for the purposes of his audit; 

(6 ) whether , in his opinion , proper books of account as 
required by law have been kept by the company so far as appears 
from his examination of those books, and proper returns adequate 
for the purposes of his audit have been received from branches 
not visited by him ; 
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(c) whether the company s balance sheet and profit and 
loss account dealt with by the report are in agreement with the 
books of account and returns . 


of sub- section (2) or in clauses (a ), (b),and (c) of sub-section (3) is 
answered in the negative or with a qualification , the auditor s 

report 
shall state the reason for the answer . 

(5) Where the company is one which is not required to disclose 
any matters by virtue of any provisions contained in this or in any 
other Act, if the balance sheet and in the profit and loss account 
specify those provisions and if, in the opinion of the auditor and to 
the best of his information and according to the explanations given 
to him , they give the information required by this Act in the manner 
so required and, subject to the provisions aforesaid , give a true and 
fairview , in the case of the balance sheet, of the state of the 
company s affairs as at the end ot its financial year , and in the case 
of the profit and loss account,,of the profit or loss for its financial 
year , the auditor s report shall state that in his opinion and to the 
best of his information and according to the explanations given to him , 
the accounts of the company are properly drawn up so as to disclose 
the state of the company s affairs as at the date of its balance sheet 
and its profit or loss for its financial year ending on that date, so far 
as is required by the provisions of this or any other Act applicable 
to the company . 

28. Audit of accounts of branch office of company.- ( 1) Where 
a company has a branch office, the accounts of that office shall, unless 
the company in general meeting decides otherwise , be audited by 
a person qualified for appintment as auditor of the company under 
section 226 , or where the branch office is situate in a country outside 
India, either by a person qualified as aforesaid or by an accountant 
duly qualified to act as an auditor of the accounts of the branch office 
in accordance with the laws of that country. 

(2 ) Where the accounts of any branch office are not so audited , 
the company s auditor 

(a ) shall be entitled to visit the branch office , if he deems it 
necessary to do so for the performance of his duties as auditor ; and 
1 (6 ) shall have a right of access at all times to the books 

and accounts and vouchers of the company maintained at the 
branch office : 

Provided that in the case of a banking company having a branch 
office outside India , it shall be sufficient if the auditor is allowed access 
to such copies of, and extracts from , the books and accounts of 
the branch as have been transmitted to the principal office of the 
company in India . 

229. Signature of audit report etc. — Only the person appointed as 
auditor of the company, or where a firm is so appointed in pursuance 
of the proviso to sub -section (1) of section 226 , only 
the firm practising in India , may sign the auditor s report, or sign 
or authenticate any other document of the company required by law 
to be signed or authenticated by the auditor , 


a 


partner in 
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280. Reading and Inspection of auditor s report. The auditor s 
report shall be read before the company in general meeting and shall be 
open to inspection by any member of the company. 

231. Right of auditor to attend geveral meeting. - All notices of, 
and other communications relating to , any general meeting of a 
company which any member of the coinpany is entitled to have sent 
to him shall also be forwarded to the auditor of the company ; and the 
auditor shall be entitled to attend any general meeting and to be heard 
at any general meeting which he attends on any part of the business 
which concerns him as auditor . 

232. Penalty for non-compliance with sections 25 to 231. — If default 
is made by a company in complying with any of the provisions contained 
in sections 225 to 231, the company, and every officer of the company 
who is in default; shall be punishable with fine which may extend to five 
hundred rupees. 

233. Penalty for non - compliance by auditor with sections 227 and 
229. - If any auditor s report is made, or any document of the company 
is signed or authenticated , otherwise than in conformity with the 
requirements of sections 227 and 229, the auditor concerned , and the 
person , if any, other than the auditor who signs the report or signs or 
authenticates the document, shall, if the default is wilful, be punishable 
with fine which may extend to one thousand rupees. 

Power of Registrar to call for information etc. 


234. Power of Registrar to call for information or explanation. 
(1) Where, on perusing any document which a company is required 
to submit to him under this Act, the Registrar is of opinion that any 
information or explanation is necessary in order that such document 
may afford full particulars of the matter 

to which it purports to 
relate , he may , by a written order, call on the company submitting 
the document to furnish in writing such information or explanation , 
within such time as he may specity in the order . 

(2 ) On receipt by the company of an order under sub-section (1) , 
it shall be the duty of the company, and of all persons who are 
officers of the company, to furnish such information or explanation 
to the best of their power. 

(3) On receipt of a copy of an order under sub - section (1) , it 
shall also be the duty of every person who has been an officer of the 
company to furnish such information or explanation to the best of 


his power . 


( 4) If the company, or any such person as is referred to in sub 
section (2 ) or (3 ), refuses or neglects to furnish any such information 
or explanation , 

(a ) the company , and each such person , shall be punishable 
with fine which may extend to fifty rupees in respect of each 
offence ; and 

(6 ) the Court may , on the application of the Registrar 
and after notice to the company, make an order on the com 
pany for production of such documents as, in the opinion of 


16 
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the Court,-may reasonably be required by the Registrar for the 
purpose referred to in sub-section (1) and allow the Registrar 
inspection thereof on such terms and conditions as it thinks fit . 

(5) On receipt of any document containing such information or 
explanation , the Registrar may annex it to the original document 
submitted to him ; and any document so annexed shall be subject to 
the like provisions as to inspection , the taking of extracts, and the 
furnishing of copies, as the original document is subject. 

(6 ) If such information or explanation is not furnished within 
the specified time, or if after perusal of such information or explana 
tion the Registrar is of opinion that the document in question dis 
closes an unsatisfactory state of affairs, or that it does not disclose a full 
and fair statement of the matter to which it purports to relate, the 
Registrar shall report in writing the circumstances of the case to the 
Central Government. 

(7) If it is represented to the Registrar on materials placed before 
him by any contributory or creditor or any other person interested 
that the business of a company is being carried on in fraud of its 
creditors or of persons dealing with the company or otherwise for a 
fraudulent or unlawful purpose , he may , after giving the company an 
opportunity of being heard , by a written order , call on the company to 
furnish in writing any information or explanation on matters specified 
in the order, within such time as he may specify therein ; and the 
provisions of sub -sections (2), (3), (4 ) and (6) of this section shall 
apply to such order . 

If upon inquiry the Registrar is satisfied that any representation 
ou which he took action under this sub - section was frivolous or 
vexatious, he shall disclose the identity of his informant to the company . 

(8) The provisions of this section shall apply mutatis mutandis 
to documents which a liquidator , or a foreign company within the 
meaning of section 591, is required to file under this Act. 


Investigation 


285. Investigation of affairs of company on application by members 
or report by Registrar. — The Central Government may appoint one or 
more competent persons as inspectors to investigate the affairs of any 
company and to report thereon in such manner as the Central Government 
may direct, 

(a ) in the case of a company having a share capital, on the 
application either of not less than two hundred members or of 
members holding not less than one-tenth of the total voting power 
therein ; 

(6) in the case of a company not having a share capital, on the 
application of not less than one - fifth in number of the persons on 
the company s register of members ; 

(c) in the case of any company, on a report by the Registrar 
under sub -section (6), or sub-section (7) read with sub -section (6), 
of section 234 . 
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286. Application by members to be supported by evidence and power 
to call for securliy . - An application by members of a company under 
clause (a ) or (6 ) of section 235 shall be supported by such evidence 
as the Central Government may require for the purpose of showing 
that the applicants have good reason for requiring the investigation ; 
and the Central Government may , before appointing an inspector, 
require the applicants to give security , for such amount not exceeding 
one thousand rupees as it may think fit , for payment of the costs of the 
investigation . 

237. Investigation of company s affairs in other cases. - Without 
prejudice to its powers under section 235, the Central Government 

(a ) shall appoint one or more competent persons as inspectors 
to investigate the affairs of a company and to report thereon in 
such manner as the Central Governmentmay direct, if 

(i) the company , by special resolution ; or 

(ii) the Court, by order , 
declares that the affairs of the company ought to be investigated 
by an inspector appointed by the Central Government; and 

(6 ) may do so if, in the opinion of the Central Government, 
there are circumstances suggesting 

(i) that the business of the company is being conducted 
with intent to defraud its creditors, members or any other 
persons , or otherwise for a fraudulent or unlawful purpose , 
or in a manner oppressive of any of its members, or that 
the company was formed for any fraudulent or unlawful 
purpose ; 

(ii) that persons concerned in the formation of the com 
pany or the management of its affairs have in connection 
therewith been guilty of fraud , misfeasance or other misconduct 
towards the company or towards any of its members; or 

(iii) that the members of the company have not been 
given all the information with respect to its affairs which they 
might reasonably expect, including information relating to 
the calculation of the commission payable to a managing or 

and 
other director , the managing agent, the secretaries 
treasurers , or the manager , of the company. 


238. Firm , body corporate or association not to be appointed as 
Inspector. — No firm , body corporate or other association shall be 
appointed as an inspector under section 235 or 237. 


239. Power of inspectors to carry investigation into affairs of related 
companies or of managing agent or associate.-- (1) If an inspector appoint 
ed under section 235 or 237 to investigate the affairs of a company 
thinks it necessary for the parposes of his investigation to investigate 
also the affairs of - 

(q ) any other body corporate which is , or has at any relevant 
time been , the company s subsidiary or holding company , or a 
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subsidiary of its holding company , or a holding company of its 
subsidiary ; 

(6) any other body corporate which is, or has at any relevant 
time been , managed 

(i) by any person as managing agent or as secretaries 
and treasurers who is , or was at the relevant time, either the 
managing agent or the secretaries and treasurers of the 
company ; 

(ii) by any person who is , or was at the relevant time, an 
associate of the managing agent or secretaries and treasurers of 
the company ; or 

(iii ) by any person of whom the managing agent or 
secretaries and treasurers of the company is, or was at the 
relevant time, an associate ; 

(c) any other body corporate which is, or has at any relevant 
time been , managed by the company ; or 

(d ) any person who is , or has at any relevant time been , the 
company s managing agent or secretaries and treasurers or an 

associate of such managing agent or secretaries and treasurers , 
the inspector shall, subject to the provisions of sub -section (2 ), have 
power so to do , and shall report on the affairs of the other body cor 
porate or of the managing agent , secretaries and treasurers or associate 
of the managing agent or secretaries and treasurers , so far as he thinks 
the results of his investigation thereof are relevant to the investigation 
of the affairs of the first -mentioned company. 

(2) In the case of any body corporate or person referred to in clause 
(b ) (ii), (6 ) (iii), (c ), or (a ) of sub-section ( 1), the inspector shall 
not exercise his power of investigating into , and reporting on , its or 
his affairs without first having obtained the prior approval of the 
Central Government thereto . 

240. Production of documents and evidence. ( 1) It shall be the 
duty all officers and agents of the company, and where the company 
is or was managed by a managing agent or secretaries and treasurers, 
of all officers and agents of the managing agent or "secretaries and 
treasurers, and where the affairs of any other body corporate , or 
of a managing agent or secretaries and treasurers , or of an associate 
of a managing agent or secretaries and treasurers , are investigated by 
virtue of section 239 , of all officers and agents of such body corporate , 
managing agent, secretaries and treasurers , or associate, and where 
such managing agent, secretaries and treasurers or associate is or was 
a firm , of all partners in the firm— 

(a ) to produce to an inspector all books and papers of , or 
relating to , the company or, as the case may be , of or relating to 
the other body corporate , managing agent, secretaries and treasurers 
or associate, which are in their custody or power ; and 

(o) otherwise to give to the inspector all assistance in con 
nection with the investigation which they are reasonably able 
to give. 

(2) An inspector may examine on oath any of the persons referred 
to in sub -section (1), in relation to the affairs of the company, other 
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body corporate, managing agent, secretaries and treasurers or associ. 
ate , as the case may be ; and may administer an oath accordingly . 
(3) If any such person refuses 

(a ) to produce to an inspector any book or 
it is his duty under sub -section (1) to produce ; or 

paper which 
(6 ) to answer any question which is put to him by an 
inspector in pursuance of sub -section (2), 
the inspector may certify the refusal under his hand to the Court; 
and the Court may thereupon inquire into the case ; and after hearing 
any witnesses who may be produced against or on behalf of the 
alleged offender and after hearing any statement which may be 
offered in defence , punish the offender as if he had been guilty of 
contempt of the Court. 

(4) If an inspector thinks it necessary for the purpose oi his 
investigation that a person whom he has no power to examine on 
oath should be so examined , he may apply to the Court and the 
Court may, if it sees fit , order that person to attend and be examin 
ed on oath before it on any matter relevant to the investigation , and 
on any such examination 

(a ) the inspector may take part therein either personally or 
by a legal practitioner ; 

(6 ), the Court may put such questions to the person examin 
. ed as the Court thinks fit ; 

(c) the person examined shall answer all such questions as 
the Court may put or allow to be put to him , but may at his 
own cost employ a legal practitioner , who shall be at liberty to 
put to such person such questions as the Court may deem just 
for the purpose of enabling him to explain or qualify any answers 
given by him : 

Provided that , notwithstanding anything in clause (c), the Court 
may allow the person examined such costs as in its discretion it may 
think fit , and any costs so allowed shall be treated as part of the 
expenses of the investigation. 

(5 ) Notes of any examination under sub -section (2 ) or (4) shall 
be taken down in writing and shall be read over to or by , and signed 
by , the person examined , and may thereafter be used in evidence 
against him . 
(6 ) In this section 

(a ) the expression " officers " , in relation to any, company or 
body corporate, includes any trustee for the debenture holders 
of such company or body corporate; 

(b ) the expression " agent” , in relation to any company , 
body corporate or person , means any one acting or purporting to 
act for or on behalf of such company , body corporate or person , 
and includes the bankers and legal advisers of, and persons employed 
as auditors by, such company , body corporate or person ; and 

(c) any reference to officers, agents or partners shall be 
construed as a reference to past as well as present officers, agents 
or partners , as the case may be. 
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241. Inspectors report.- (1) The inspectors may , and if so directed 
by the Central Government shall, make interim reports to that 
Government, and on the conclusion of the investigation , shall make 
a final report to the Central Government. 

Any such report shall be written or printed , as the Central 
Government may direct. 
( 2) The Central Government 

(a) shall forward a copy of any report made by the inspectors 
to the company at its registered office, and also to any body corpo 
rate, managing agent, secretaries and treasurers or associate dealt 
with in the report by virtue of section 239 ; 

(6 ) may , if it thinks fit, furnish a copy thereof , on request 
and on payment of the prescribed fee , to any person 

(i) who is a member of the company or other body 
corporate ( including a managing agent, secretaries and treasurers, 

an associate of a managing agent secretaries and 
treasurers, where such managing agent, secretaries and treasurers 
or associate is a body corporate ) dealt with in the report by 
virtue of section 239 ; 

(ii) who is a partner in the firm , where such managing 
agent , secretaries and treasurers or associate is a firm ; or 

(iii) whose interests as a creditor of the company, other 
body corporate, managing agent, secretaries and treasurers or 
associate aforesaid appear to the Central Government to be 
affected ; 

(c) shall, where the inspectors are appointed under clause 
(a ) or (6 ) of section 235 , furnish , at the request of the applicants 
for the investigation , a copy of the report to them ; 

(d ) shall, where the inspectors are appointed under section 
237 in pursuance of an order of the Court, furnish a copy of the 
report to the Court ; and 

(e) may also cause the report to be published. 


or 


or 


242. Prosecution .— (1) If, from any report made under section 
241, it appears to the Central Government that any person has, in 
relation to the company or in relation to any other body corporate, 
managing agent, secretaries and treasurers , or associate of a managing 
agent or secretaries and treasurers, whose affairs have been investigated 
by virtue of section 239, been guilty of any offence for which he 
is criminally liable , the Central Government may , after taking such 
legal advice as it thinks fit , prosecute such person for the offence ; 
and it shall be the duty of all officers and agents of the company, 
body corporate, managing agent, secretaries and treasurers, or associate , 
as the case may be, (other than the accused in the proceedings ), to 
give the Central Government all assistance in connection with the 
prosecution which they are reasonably able to give . 

(2) Sub-section (6) of section 240 shall apply for the purposes 
of this section , as it applies for the purposes of that section . 
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243. Application for winding up of company or an order under 
section 397 or 898. - If any such company or other body corporate , or 
any such managing agen :, secretaries and treasurers, or associate, being 
a body corporate, is liable to be wound up under this Act and it appears 
to the Central Government from any such report as aforesaid that it is 
expedient so to do by reason of any such circumstances as are referred to 
in sub -clause (i) or (ii ) of clause (b) of section 237 , the Central Govern . 
ment may , unless the company, body , corporate, managing agent, 
secretaries and treasurers or associate is already being wound up by the 
Court, cause to be presented to the Court by any person authorised by the 
Central Government in this behalf 

(a ) a petition for the winding up of the company , body cor 
porate , managing agent, secretaries and treasurers , or associate, 
on the grouad that it is just and equitable that it should be wound up ; 

(6 ) an application for an order under section 397 or 398 ; or 

(c) both a petition and an application as aforesaid . 
244. Proceedings for recovery of damages or property.- (1) If from 
any such report as aforesaid , it appears to the Central Government that 
proceedings ought, in the public interest , to be brought by the company 
or any body corporate whose affairs have been investigated in pursuance 
of clause (a ), (b ) or (c) of section 239, 

(a ) for the recovery of damages in respect of any fraud , mis 
feasance or other misconduct in connection with the promotion 
or formation , or the management of the affairs, of such company 
or body corporate ; or 

(b ) for the recovery of any property of such company, or 
body 

has been misapplied or wrongiully 
retained ; 
the Central Government may itselt bring proceedings for that purpose in 
the name of such company or body corporate . 

(2) The Central Government shall indemnify such company or 
body corporate against any costs or expenses incurred by it in , or in 
connection with , any proceedings brought by virtue of sub -section (1). 


corporate , which 


245. Expenses of investigation.- (1) The expenses of and incidental 
to an investigation by an inspector appointed by the Central Government 
under section 235 or 237 shall be defrayed in the first instance by the 
Central Government ; but the following persons shall, to the extent 
mentioned below , be liable to reimburse the Central Government in 
respect of such expenses : 

(a ) any person who is convicted on a prosecution instituted 
in pursuance of section 242 , or who is ordered to pay damages or 
restore any property in proceedings brought by virtue of section 
244 , may , in the same proceedings, be ordered to pay the said 
expenses to such extent as may be specified by the Court convicting 
such person , or ordering him to pay such damages or restore such 
property , as the case may be; 

(6) any company or body corporate in whose name proceed 
ings are brought as aforesaid shall be liable , to the extent of the 
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amount or value of any sums or property recovered by it as a result 
of the proceedings; and 

(c) unless, as a result of the investigation , a prosecution is 
instituted in pursuance of section 242, 

(i) any company , body corporate, managing agent, secre. 
taries and treasurers or associate dealt with by the report, 
where the inspector was appointed under clause (a ) or (6) of 
section 235 or clause (a ) of section 237 , shall be liable to 
reimburse the Central Government in respect of the whole 
of the expenses, unless , and except in so far as , the Central 
Government otherwise directs ; and 

(ii) the applicants for the investigation , where the inspec 
tor was appointed under clause (a) or (b) of section 235 , 
shall be liable to such extent, if any, as the Central 

Government may direct. 
(2) Any amount for which a company or body corporate is liable 
by virtue of clause (6 ) of sub -section (1) shall be a first charge on the 
sums or property mentioned in that clause. 

(3) The report of an inspector appointed under clause (c) of 
section 235 or clause (b ) of section 237 , may if he thinks fit , and shall 
if the CentralGovernment so directs, include , a recommendation as to 
the directions, if any , which he thinks appropriate , in the light of his 
investigation , to be given under clause (c) of sub -section (1). 

(4) For the purposes of this section , any costs or expenses incursed 
by the Central Government in in connection with proceedings 
brought by virtue of section 244 ( including expenses incurred by virtue 
of sub -section (2) thereof ) shall be treated as expenses of the investigation 
giving rise to the proceedings. 

(5) (a ) Any liability to reimburse the Central Government imposed 
by clauses la) and (b) of sub -section (1) shall , subject to satisfaction 
of the right of the Central Government to reimbursement, be a liability 
also to indemnify all persons against liability under clause (c) of that 
sub -section . 

(6 ) Any such liability imposed by the said clause (a ) shall, subject 
as aforesaid, be a liability also to indemnify all persons against liability 
under the said clause (6 ) 

(c) Any person liable under the said clause (a ) or (6 ) or sub 
clause (i) or (ii) of the said clause (c ) shall be entitled to contri 
bution from any other persons liable under the same clause or sub -clause, 
as the case may be , according to the amount of their respective liabilities 
thereunder. 


or 
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(6 ) In so far as the expenses to be defrayed by the Central 
Government under this section are not recovered thereunder, they shall 
be paid out of moneys provided by Parliament. 

246. Inspectors report to be evidence. - A copy of any report of any 
inspector or inspectors appointed under section 235 or 237 authenticated 
in such manner, if any, as may be prescribed , shall be admissible in 
any legal proceeding as evidence of the opinion of the inspector or 
inspectors in relation to any matter contained in the report. 
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247. Investigation of ownership of company.-- (1) Where it appears 
to the Central Government that there is good reason so to do, it may 
appoint one or more inspectors to investigate and report on the member 
ship of any company, and other matters relating to the company, for 
the purpose of determining the true persons 

(a ) who are or have been financially interested in the success 
or failure , whether real or apparent, of the company ; or 

(6) who are or have been able to control or materially to 
influence the policy of the 

company. 
(2) When appointing an inspector, under sub -section (1), the 
Central Governmentmay define the scope of his investigation , whether 
as respects the thatters or the period to which it is to extend or 
otherwise , and in particular ; may limit the investigation to matters 
connected with particular shares or debentures. 

(3) Subject to the terms of an inspector s appointment, his powers 
shall extend to the investigation of any circumstances suggesting the 
existence of any arrangement or understanding which , though not 
legally binding, is or was observed or is likely to be observed in practice 
and which is relevant to the purposes of his investigation . 

(4) Subject as aforesaid, the powers of the inspector shall also 
extend , where the company has or at any time had a managing agent or 
secretaries and treasurers, 

(a ) in case such managing agent or secretaries and treasurers 
are or were a body corporate, to the investigation of the ownership 
of the shares of such body corporate , and of who the persons are 
or were who control or manage or controlled or managed its affairs ; 

(6 ) in case such managing agent or secretaries and treasurers 
are or were a firm , to the investigation of who the persons are or 
were who control or manage or controlled or managed its affairs 
as partners in the firm or otherwise and of the respective in 
terests therein of the partners ; and 

(c) in all cases, to the investigation of who the persons are 
or were who are or were entitled to any share of, or any amount 
forming part of, the remuneration of such managing agent or 
secretaries and treasurers . 


(5 ) For the purposes of any investigation under this section , 
sections 239 , 240 and 241 shall apply with the necessary modifications 
of references to the affairs of the company or to those of any other 
body corporate or of any managing agent, secretaries and treasurers, 
or associate : 

Provided that the said sections shall apply in relation to all persons 
(including persons concerned only on behalf of others) who are or have 
been , or whom the inspector has reasonable cause to believe to be or 
to have been , 

(i) financially interested in the success or failure , or the 
apparent success or failure , of the company , or of any other 

17 
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body corporate , managing agent, secretaries and treasurers or 
associate whose membership or constitution is investigated with 
that of the company ; or 

(ii ) able to control or materially to influence the policy of 
such company , body corporate , managing agent, secretaries and 

treasurers or associate ; 
as they apply in relation to officers and agents of the company , of 
the other body corporate, or of the managing agent, secretaries and 
treasurers or associate, as the case may be: 

Provided further that the Central Government shall not be bound 
to furnish the company or any other person with a copy of any report 
by an inspector appointed under this section or with a complete copy 
thereof, if it is of opinion that there is good reason for not divulging . 
the contents of the report or of parts thereof ; but in suc 
the Central Government shall cause to be kept by the Registrar a 
copy of any such report, or as the case may be, of the parts thereof, 
as respects,which it is not of that opinion . 

(6 ) The expenses of any investigation under this section shall be 
defrayed by the Central Government out of moneys provided by 
Parliament, unless the Central Government directs that the expenses 
or any part thereof should be paid by the persons on whose applica 
tion the investigation was ordered . 

248. Information regarding persons having an interest in compapy, 
or in body corporate or firm acting as managing agent thereof. 
(1) where it appears to the Central Government that there is good 
reason to investigate the ownership of any shares in or debentures of 
a company , or of a body corporate which acts or has acted as the 
managing agent or secretaries and treasurers of a company , and that 
it is unnecessary to appoint an inspector for the purpose , the Central 
Government may require any person whom it has reasonable cause to 
believe 

(a ) to be , or to have been , interested in those shares or 
debentures ; or 

(6) to act, or to have acted , in relation to those shares or 
debentures, as the legal adviser or agent of someone interested 

therein ; 
to give the Central Government any information which he has , or can 
reasonably be expected to obtain , as to the present and past interests 
in those shares or debentures , and the names and addresses of the 
persons interested and of any persons who act or have acted on their 
behalf in relation to the shares or debentures . 

(2) For the purposes of sub-section (1), a person shall be deemed 
to have an interest in a share or debenture 

(a ) if he has any right to acquire or dispose of the share or 
debenture or any interest therein or to vote in respect thereof. 

(6) if his consent is necessary for the exercise of any of the 
rights of other persons interested therein ; or 

(c) if other persons interested therein can be required ; or are 
accustomed , to exercise their rights in accordance with his direc 
tions or instructions. 
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(3) Where it appears to the Central Government that there is 
good reason to investigate the ownership of any interest in a firm which 
acts or has acted as managing agent or as secretaries and treasurers of 
any company, and that it is unnecessary to appoint an inspector for 
the purpose , the Central Government may require any person whom 
it has reasonable cause to believe 

(a ) to have , or to have had , any interest in the firm ; or 

(b), to act, or to have acted , in relation to any such interest , 
as the legal adviser or agent of someone interested therein ; 
to give the Central Government any information which he has , or 
can reasonably be expected to obtain , as to the present and past 
interests held in the firm , and the names and addresses of the per 
sons interested and of any persons who act or have acted on their 
behalf in relation to any such interest. 
(4 ) Any person 

(a ) who fails to give any information required of him under 
this section ; or 

(6 ) who , in giving any such information , makes any state 
ment which he knows to be false in a material particular , or 
recklessly makes any statement which is false in a material 

particular; 
shall be punishable with imprisonment for a term which may extend 
to six months, or with fine which may extend to five thousand 
rupees, or with both . 

249. Investigation of associateship with managing agent etc. 
(1) Where any question arises as to whether any body corporate, firm , 
or individual is or is not , or was or was not, an associate of the 
managing agent or secretaries and treasurers of a company and it 
appears to the Central Government that there is good reason to 
investigate such question , it may either 

(a ) appoint an inspector for the purpose of making the 
investigation ; or 

(6 ) if it considers it unnecessary to appoint an inspector as 
aforesaid , require any person whom it has reasonable cause to 
believe to be in a position to give relevant information in regard 
to the question, to furnish the Central Government with information 
on such matters as may be specified by it. 

(2) The provisions of section 247 shall apply mutatis mutandis 
to cases falling under clause (a ) of sub -section (1) and those of section 
248 to cases falling under clause (6 ) of that sub -section . 

250. Imposition of restrictions on shares or debentures.- (1) Where 
in connection with an investigation under section 247, 248 or 249, 
it appears to the Central Government that there is difficulty in 
finding out the relevant facts about any shares (whether issued or 
to be issued) , and that the difficulty is due wholly or mainly to 
the unwillingness of the persons concerned or any of them to assist 
the investigation as required by this Act, the Central Government 
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may, by order , direct that the shares shall, until further order, be 
subject to the restrictions imposed by this section . 

(2) So long as any shares are directed to be subject to the res. 
trictions imposed by this section , 

(a ) any transfer of those shares shall be void ; 

(6 ) where those shares are to be issued , they shall not be 
issued; and any issue thereof or any transfer of the right to be 
issued therewith , shall be void ; 
(c ) 

no voting rights shall be exercisable in respect of those 
shares ; 

(d) no further shares shall be issued in right of those shares 
or in pursuance of any offer made to the holder thereof; and any 
issue of such shares , or any transfer of the right to be issued 
therewith , shall be void ; and 

(e) except in a liquidation, no payment shall be made of any 
sums due from the company on those shares, whether in respect 
of dividend , capital or otherwise. 

(3) Where the Central Government makes an order directing that 
aný shares shall be subject to the said restrictions, or refuses to 
make an order directing that any shares shall cease to be subject thereto , 
any person aggrieved thereby may apply to the Court, and the Court 
may , if it sees fit , direct that the shares shall cease to be subject to 
the said restrictions. 

(4 ) Any order (whether of the Central Government or of the 
Court), directing that any shares shall cease to be subject to the said 
restrictions , which is expressed to be made with a view to permitting 
a transfer of those shares , may continue the restrictions mentioned in 
clauses (a ) and (e) of sub -section (2), either in whole or in part, so 
far as they relate to any right acquired , or offer made , before the 
transfer 
(5) Any person who 

(a ) exercises, or purports to exercise , any right to dispose of 
any shares or of any right to be issued with any such shares , when 
to his knowledge, he is not entitled to do so , by reason of any 
of the said restrictions applicable to the case ; 

(6 ) votes in respect of any such shares whether as holder 
or proxy , or appoints a proxy to vote in respect thereof, when , 
to his knowledge , he is not entitled to do so by reason of any of 
the said restrictions applicable to the case; or 

(c) being the holder of any such shares, fails to give notice 
of the fact of their being subject to the said restrictions to any 
person whom he does not know to be aware of that fact but whom 
he knows to be entitled , apart from such restrictions , to vote in 

respect of those shares, whether as holder or as proxy ; 
shall be punishable with imprisonment for a term which may extend 
to six months, or with fine which may extend to five thousand rupees , 
or with both . 

(6 ) Where shares in any company are issued in contravention of 
such of the said restrictions as may be applicable to the case, the 
company, and every officer of the company who is in default, shall 
be punishable with fine which may extend to five thousand rupees . 
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(7) A prosecution shall not be instituted under this section except 
by , or with the consent of , the Central Government. 

(8) This section shall apply in relation to debentures as it applies 
in relation to shares. 

251. Saving for legal advisers and bankers. — Nothing in sections 
234 to 250 shall require the disclosure to the Registrar or to the 
Central Government or to an inspector appointed by that Government 

(a ) by a legal adviser , of any privileged communication made 
to him in that capacity , except as respects the name and address of 
his client; or 

(6 ) by the bankers of any company , body corporate , managing 
agent, secretaries and treasurers or other person , referred to in the 
sections aforesaid , as such bankers , of any information as to the 
affairs of any of their customers other than such company , body 
corporate , managing agent, secretaries and treasurers or person . 


CHAPTER II 

DIRECTORS 
Constitution of Board of Directors 
252. Minimuin number of directors.- (1) Every public company , 
and every private company which is a subsidiary of a public company, 
shall have at least three directors. 

(2) Every private company which is not a subsidiary of a 
company shall have at least two directors. 

public 
(3 ) The directors of a company collectively are referred to in 
this Act as the " Board of directors or " Board " . 

253. Only individuals to be directors. — No body corporate , asso 
ciation or firm shall be appointed director of a public or private 
company, and only an individual shall be so appointed . 

254. Subscribers of memorandum deemed to be directors. - In default 
of and subject to any regulations in the articles of a company, sub 
scribers of the memorandum who are individuals , shall be deemed to be 
the directors of the company , until the directors are duly appointed 
in accordance with section 255 . 

255. Appointment of directors and proportion of those who are to 
retire by rotation .-- ( 1) Not less than two -thirds of the total number 
of directors of a public company , or of a private company which is a 
subsidiary of a public company , shall 

(a ) be persons whose period of office is liable to determination 
by retirement of directors by rotation ; and 

(6 ) save as otherwise expressly provided in this Act, be 
appointed by the company in generalmeeting . 

(2) The remaining directors in the case of any such company, and 
the directors generally in the case of a private company which is not 
a subsidiary of a public company, shall, in default of and subject to 
any regulations in the articles of the company, also be appointed by 
the company in general meeting . 

256. Ascertainment of directors retiring by rotation and alling of 
vacancies.— (1) At the first annual general meeting of a public 


136 


company, held nextafter the date of the general meeting at which the 
company, pela private company which is a subsidiary of a public 
subsequent annual general meeting, one- third of such of the directors 
first directors are appointed in accordance with section 255 and at every 
for the time being as are liable to retire by rotation , or if their number 
is not three or a multiple of three , then , the number nearest to 
one-third , shall retire from office . 

(2) The directors to retire by rotation at every annual general 
meeting shall be those who have been longest in office since their last 
appointment, but as between persons who became directors on the same 
day, those who are to retire shall, in default of and subject to any 
agreement among themselves , be determined by lot. 

(3) At the annual general meeting at which a director retires as 
aforesaid, the company may fill up the vacancy by , appointing the 
retiring director or some other person thereto . 

(4 ) (a ) If the place of the retiring director is not so filled up and 
the meeting has not expressly resolved not to fill the vacancy , the 
meeting shall stand adjourned till the same day in the next week , at the 
same time and place, or if that day is a public holiday , till the next 
succeeding day which is not a public holiday , at the same time 
and place. 

(6) If at the adjourned meeting also , the place of the retiring 
director is not filled up and that meeting also has not expressly 
resolved not to fill the vacancy , the retiring director shall be deemed 
to have been re -appointed at the adjourned meeting , unless 

(i) at that meeting or at the previous meeting a resolution 
for the re-appointment of such director has been put to the 
meeting and lost ; 

(ii) the retiring director has, by a notice in writing addressed 
to the company or its Board of directors , expressed his unwillingness 
to be so re -appointed ; 

(iii ) he is not qualified or is disqualified for appointment; 

(iv) a resolution , whether special or ordinary , is required 
for his appointment or re -appointment in virtue of any provisions 
of this Act; or 

(v) the proviso to sub -section (2 ) of section 263 or sub 
section (3) of section 280 is applicable to the case . 

(5) Where a director is to retire at any annual general meeting 
both in virtue of sub -section (2) and in virtue of sub -section (2). of - 
section 280 , he shall be deemed, for the purposes of this section , 
to retire in virtue of sub -section (2 ) of this section . 

257. Right of persons other than retiring directors to stand for 
directorship.- (1) A person who is not a retiring director shall , subject 
to the provisions of this Act, be eligible for appointment to the office 
of director at any general meeting , if he or some member intending 
to propose him has, not less than fourteen days before the meeting, 
left at the office of the company a notice in writing under his hand 
signifying his candidature for the office of director or the intention 
of such member to propose him as a candidate for that office , as 
the case may be. 

(2) Sub -section (1) shall not apply to a private company; unless 
it is a subsidiary of a public company. 
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258. Right of company to increase or 
directors.— (1) Subject to the provisions of sections 252 , 255 and 259 , 

reduce the number of 
a company in general meeting may , by ordinary resolution , increase 
or reduce the number of its directors within the limits fixed in that 
behalf by its articles. 

259. Increase in number of directors 
sanction . In the case of a public company or 

to require Government 
which is a subsidiary of a public company , any increase in the number 

a private company 
of its directors, except 

(a ) in the case of a company which was in existence on the 
21st day of July , 1951 , on increase which was within the per 
missible maximum under its articles as in force on that date, and 

(6 ) in the case of a company which came or may come into 
existence after that date, an increase which is within the permissible 

maximum under its articles as first registered , 
shall not have any effect unless approved by the Central Government; 
and shall become void if , and in so far as, it is disapproved by that 
Government. 

260. Additional directors. - Nothing in section 255, 258 or 259 shall 
affect any power conferred on the Board of directors by the articles to 
appoint additional directors : 

Provided that such additional directors shall hold office only up to 
the date of the next annual general meeting of the company : 

Provided further that the number of the directors and additional 
directors together shall not exceed the maximum strength fixed for the 
Board by the articles . 

261. Certain persons not to be appointed directors, except by special 
resolution.— (1) If a public company , or a private company which is 
a subsidiary of a public company, has a managing agent and such 
managing agent is authorised by the articles or by an agreement to 
appoint any director to the Board , none of the following persons shall 
be appointed as a director of the company whose period of office is liable 
to determination by retirement of directors by rotation , except by 
a special resolution passed by the company : 

(a ) any person who is an officer or employee of, or who 
holds any office or place of profit under, the company or any 
subsidiary thereof : 

Provided that nothing in this clause shall apply to the director 
of such company or subsidiary , or to the holder of any office or 
place of profit under such company or subsidiary which may 
be held by a director of the company by virtue of section 314 ; 

(6) where any office or place of profit which would dis 
qualify a person under clause (a), read with the proviso thereto , 
is held by any firm , any partner in, or employee of, the firm ; 

(c) where any such office or place of profit is held by a private 
company, any member , officer or employee of such company ; 


. 
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(d) where any such office or place of profit is held by a body 
corporate , any officer or employee of such body corporate ; 

(e) any person who is entitled, by virtue of any agreement, 
to any share of, or any amount out of, the remuneration received 
by the managing agent ; 

(f) any aſsociate, or officer or employee, of the managing 
agent ; or 

(9) any person who is an officer or employee of, or who 
holds any office or place of profit under , any body corporate 
under the management of the managing agent or any subsidiary 
of such body corporate : 

Provided that nothing in clause (g ) shall apply to the director of 
such body corporate , or subsidiary or to the holder of any office or 
place of profit under such body corporate or subsidiary which may be 
held by a director of such body corporate by virtue of section 314 . 

(2) Special notice shall be required of any resolution appointing, 
or approving the appointment of, any person referred to in clauses 
(a ) to (g ) of sub -section (1), as a director of the company. 

(3) The notice given to the company of any such resolution , and 
the notice thereof given by the company to its members , shall set out 
the reasons which make the resolution necessary . 

(4) Nothing in this section shall be deemed to prevent any 
director holding any office immediately before the commencement of 
this Act from continuing to hold that office up to the next annual 
general meeting of the company . 

262. Filling of casual vacancies among directors.- (1) In the case 
of a public company or a private company which is a subsidiary of 

public company, if the office of any director appointed by the 
company in general meeting is vacated before his term of office will 
expire in the normal course , the resulting casual vacancy . may , in 
default of and subject to any regulations in the articles of the 
company , be filled by the Board of directors at a meeting of the 
Board . 

(2) Any person so appointed shall hold office only up to the date 
up, to which the director in whose place he is appointed would have 
held office if it had not been vacated as aforesaid . 

263. Appoiptment of directors to be voted on individually .- (1) At 
a general meeting of a public company or of a private company which 
is a subsidiary of a public company, a motion shall not be made for 
the appointment of two or more persons as directors of the company 
by a single resolution , unless a resolution that it shall be so made 
has first been agreed to by the meeting without any vote being given 
against it . 

(2) A resolution moved in contravention of sub -section (1) shall 
be void , whether or not objection was taken at the time to its being 
so moved, 

Provided that where a resolution so moved is passed , no provision 
for the autoinatic re-appointment of retiring directors in default of 
another appointinent shall apply . 
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(3) For the purposes of this section , a motion for approving a 
person s appointment, or for nominating a person for appointment, 
shall be treated as a motion for his appointment. 
264 . 

Consent of candidate for directorship to be filed with Registrar. 
(1) A person who is not a retiring director shall not be capable of 
being appointed director of a company unless he has, by himself 
by his agent authorised in writing , signed and filed with the Registrar , 

or 
a consent in writing to act as such director. 

(2) Sub -section (1) shall not apply to a private company unless 
it is a subsidiary of a public company. 

265. Option to company to adopt proportional representation for the 
appointment of directors.-- Notwithstanding anything contained in this 
Act, the articles, of a company may provide for the appointment of 
not less than two - thirds of the total number of the directors of a 
public company or of a private company which is a subsidiary of a 
public company, according to the principle of proportional represent 
ation , whether by the single transferable vote or by a system of 
cumulative voting or otherwise , the appointments being made once in 
every three years and interim casual vacancies being filled in accord 
ance with the provisions, mutatis mutandis, of section 262. 

266. Restrictions on appointment or advertisement of director. 
(1) A person shall not be capable of being appointed director of a 
company by the articles, and shall not be named as a director or 
proposed director of a company in a prospectus issued by or on 
behalf of the company , or as proposed director of an intended company 
in a prospectus issued in relation to that intended company , or in a 
statement in lieu of prospectus filed with the Registrar by or on 
behalf of a company , unless , before the registration of the articles, 
the publication of the prospectus , or the filing of the statement in 
lieu of prospectus, as the case may be , he has , by himself or by his 
agent authorised in writing, 

(a ) signed and filed with the Registrar a consent in writing to 
act as such director ; and 
(6 ) either 

(i) signed the memorandum for shares not being less in 
number or value than that of his qualification shares , if any ; 


or 


(ii) taken his qualification shares, if any , from the 
company and paid or agreed to pay for them ; or 

(iii) signed and filed with the Registrar an undertaking 
in writing to take from the company his qualification shares, 
if any, and pay for them ; or 

(iv ) made and filed with the Registrar-an affidavit to 
the effect that shares, not being less in number or value than 
that of his qualification shares, if any, are registered in his 

name. 
(2) Where a person has signed and filed as aforesaid an undertaking 
to take and pay for his qualification shares, he shall, as regards those 
shares, be in the same position as if he had signed the memorandum 
for shares of that number or value. 

18 
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(3) References in this section to the share qualification of 
director or proposed director shall be construed as , including only 
a share qualification required within a period determined by reference 
to the time of appointment, and references therein to qualification 
shares shall be construed accordingly . 

(4). On the application for registration of the memorandum and 
the articles, if any , of a company, the applicant shall file with the 
Registrar a list of the persons who have consented to be directors of 
the company; and, it this list contains the name of any person who 
has not so consented , the applicant shall be punishable with fine 
which may extend to five hundred rupees . 
(5) This section shall not apply to --- 

a company not having a share capital, 
(6 ) a private company ; 

(c) a company which was a private company before becom 
ing a public company; or 

(d ) a prospectus issued by or on behalf of a company after 
the expiry of one year from the date on which the company 
was entitled to commence business. 


Managing Directors, etc. 
267. Certain persons not to be appointed managing directors. — No 
company shall, after the commencement of this Act, appointor 
employ, or continue the appointment or employment of, any person 
as its managing or whole -time director who 

(a) is an undischarged insolvent, or has at any time been 
adjudged an insolvent ; 

(6 ) suspends , or has at any time suspended , payment to his 
creditors , or makes, or has at any time made , a composition with 
them ; or 

(c) is, or has at any time been , convicted by a Court in India 
of an offence involving moral turpitude . 

268. Amendment of provision relating to managing, whole-time or 
non -rotational directors to require Government approval. - In the case of 
a public company or a private company which is a subsidiary of a 
public company, an amendment of any provision relating to the 
appointment or re-appointment of a managing or whole -time director 
or of a director not liable to retire by rotation , whether that provision 
be contained in the company s memorandum or articles , or in an 
agreement entered into by it , or in any resolution passed by the company 
in general meeting or by its Board of directors, shall not have any 
effect unless approved by the Central Government; and the amendment 
shall become void if, and in so far as, it is disapproved by that 
Government. 

269. Appointment of managing or whole -time director to require 
Government approval. — In the case of a public company or 

a private 
company which is a subsidiary of a public company, the appointment 
of a managing or whole time director for the first time after the com 
mencement of this Act in the case of an existing company , and after 
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the expiry of three months from the date of its incorporation in the 
case of any other company, shall not have any effect unless approved 
by the CentralGovernment; and shall become void it, and in so far as, 
it is disapproved by that Government . 


Share qualification 
270 

Time within which share qualification is to be obtained and 
maximum amount thereof.- (1) Without prejudice to the restrictions 
imposed by section 266, it shall be the duty of every director who 
is required by the articles of the company to hold a specified share 
qualification and who is not already qualified in that respect , to obtain 
his qualification within two months after his appointment as director . 

(2) Any provision in the articles of the company , (whether made 
before or after the commencement of this Act) shall be void - in so 
far as it requires a "person to hold the qualification shares before 
his appointment as a director or to obtain them within a shorter 
time than two months after his appointment as such . 

(3) The nominal value of the qualification shares shall not exceed 
five thousand rupees , or the nominal value of one share where it 
exceeds five thousand rupees . 

(4 ) For the purpose of any provision in the articles requiring a 
director to hold a specified share qualification , the bearer of a share 
warrant shall not be deemed to be the holder of the shares specified 
in the warrant. 

271. Filing of declaration of share qualification by director. 
Every director , not being a technical director or a director appoint 
ed by the Central or a State Government, shall within two months 
after his appointment , or in the case of a director holding office at 
the commencement of this Act, within two months after such com 
mencement, file with the company a declaration specifying the 
qualification shares held by him . 

VO 
272. Penalty.If, after the expiry of the said period of 
months , any person acts as a director of the company when he does 
not hold the qualification shares referred to in section 270 , he shall 
be punishable with fine which may extend to fifty rupees for every 
day between such expiry and the last day on which he acted as a 
director . 

273. Saving. – Sections 270 to 272 shall not apply to a private 
company , unless it is a subsidiary of a public company. 


Disqualifications of Directors 
274. Disqualifications of directors.-- (1) A person shall not be 
capable , of being appointed director of a company, if 

( a ) he has been found to be of unsound mind by a Court of 
competent jurisdiction and the finding is in force ; 

(6 ) he is an undischarged insolvent; 

! ) he has applied to be adjudicated as an insolvent and his 
application is pending ; 
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(a) he has been convicted by a Court in India of any offence 
involving moral turpitude and sentenced in respect thereof te 
imprisonment for not less than six months, and a period of five 
years has not elapsed from the date ofexpiry of the sentence ; 

(e) he has not paid any call in respect of shares of the company 
held by him , whether alone or jointly with others, and six months 
have elapsed from the last day fixed for the payment of the call; or 

(f) an order disqualifying him for appointment as director 
has been passed by, a Court in pursuance of section 203 and is 
in force unless the leave of the Court has been obtained for his 
appointment in pursuance of that section . 

(2) The Central Government may , by notification in the Official 
Gazette , remove 

(a ) the disqualification incurred by any peson in virtue of 
clause (a ) of sub -section (1), either generally or in relation to 
any company or companies specified in the notification ; or 

(6) the disqualification incurred by any person in virtue of 
clause (e) of sub -section (1). 

(3) A private company which is not a subsidiary of a public 
company may , by its articles, provide that a person shall be disqualified 
for appointment as a director on any grounds in addition to those 
specified in sub -section (1). 


Restrictions on number of directorships 


275. No person to be a director of more than twenty companies. 
After the commencement of this Act, no person shall, save as other 
wise provided in section 276 , hold office at the same time as director 
in more than twenty companies. 

276. Choice to be made by director of more than twenty companies 
at commencement of Act.— (1) Any person holding office as director 
in more than twenty companies immediately before the commencement 
of this Act shall, within two months from such commencement, - 

(a ) choose not more than twenty of those companies , as 
companies in which he wishes to continue to hold the office of 
director ; 

(6) resign his office as director in the other companies; and 

(c) intimate the choice made by him under clause (a ) to 
each of the companies in which he was holding the office of 
director before such commencement, to the Registrar having 
jurisdiction in respect of each such company , and also to the 
Central Government. 

(2), Any resignation made in pursuance of clause (6) of sub- section 
(1) shall become effective immediately on the despatch thereof to the 
company concerned. 
(3 ) No such person shall act as director 

(a) in more than twenty companies , after the expiry of two 
months from the commencement of this Act ; or 


143 


(6) of any company after despatching the resignation of 
his office as director thereof , in ipursuance of clause (6) of 
sub - section ( 1). 


277 . 

Choice by person becoming director of more than twenty 
companies after commencement of Act.- ( 1) Where 
holding the office of director in twenty companies is appointed , after 

a person already 
the commencement of this Act, as a director of any other company , 
the appointment 

(a ) shall not take effect unless such person has, within fiiteen 
days thereof, effectively vacated his office as director in any of 
the companies in which he was already a director ; and 

(6) shall become void immediately on the expiry of the 
fifteen days it he has not, before such expiry , effectively vacated 
his office as director in any of the other companies aforesaid. 

(2) Where a person already holding the office of director in 
nineteen companies or less is appointed , after the commencement of 
this Act, as a director of other companies , making the total number 
of his directorships more than twenty, he shall choose the director 
ships which he wishes to continue to hold or to accept, so however 
that the total number of the directorships , old and new , held by him 
shall not exceed twenty . 

None of the new appointments of director shall take effect until 
such choice is made ; and all the new appointments shall become void 
if the choice is not made within fifteen days of the day on which 
the last of them was made. 


278. Exclusion of certain directorships for the purposes of sections 
275, 276 and 277.- (1) In calculating , for the purposes of sections 275, 
276 and 277, the number of companies of which a person may be a 
director , the following companies shall be excluded , namely : 

( a ) a private company which is neither a subsidiary nor a 
holding company of a public company; 

(6) an unlimited company ; 

(c) an association not carrying on business for profit or which 
prohibits the payment of a dividend ; 

(d ) a company in which such person is only an alternate 
director, that is to say , a director who is only qualified to act 
as such during the absence or incapacity of some other director. 

(2) In making the calculation aforesaid , any company referred to 
in clauses (a ), (b) and (c) of sub -section (1) shall be excluded for 
a period of three months from the date on which the company ceases to 
fall within the purview of those clauses. 


279. Penalty .-- Any person who holds office , or acts , as a director 
of more than twenty companies in contravention of the foregoing 
provisions shall be punishable with fine which may extend to five 
thousand rupees in respect of each of those companies after the first 


twenty 
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Retiring age of Directors 


280. Ago limit.— (1) Save as otherwise provided in section 281, a 
person shall not be capable of being appointed a director of a public 
company or of a private company which is a subsidiary of a public 
company , if he has attained the age of sixty - five years. 

(2) Save as aforesaid , a director of a public company or of a 
private company which is a subsidiary of a public company shall vacate 
his office at the conclusion of the annual generalmeeting commencing 
next after he attains the age of sixty - five years : 
Provided that this sub -section shall not apply to 

a director who 
is in office at the commencement of this Act so as to require the 
termination of the appointment then held by him before the conclusion 
of the third annual general meeting held after the commencement of 
this Act, but shall apply so as to terminate the appointment aforesaid 
at the conclusion of that meeting , if he had attained the age of sixty 
five years before the commencement of the meeting . 

(3) - Where a person retires byžvirtue of sub -section (2 ), no provision 
for the automatic re-appointment of retiring directors in default of 
another appointment shall apply ; and if at the meeting at the conclusion 
of which he retires, the vacancy is not filled , it may be filled as a 
casual vacancy under section 262 . 


281. Age limit not to apply if company so resolves.- ( 1) Nothing 
in section 280 shall prevent the appointment of a director who has 
attained the age of sixty - five years or require a director to retire 
who has attained that age , if his appointment is or was made or 
approved by a resolution passed by the company in general meeting and 
specifically declaring that the age limit shall not apply to him . 

(2) Special notice shall be required of any such resolution ; and 
unless such notice is given , the resolution shall be void . 

( 3) Notice of any such resolution give to the company, and by 
the company to its members , must state or must have stated the age 
of the person to whom it relates . 

282. Duty of director to disclose age.- (1) Any person who is 
appointed, or to his knowledge is proposed to be appointed, director 
of a company at a time when he has attained the age of sixty - five 
years or such lower age, if any, as may be specified in the company s 
articles in this behalf, shall give notice of his age to the company : 

Provided that this sub- section shall not apply in relation to a 
person s re -appointment on the termination of his previous appointment 
as director of the company , if notice has been given as aforesaid in 
connection with , or at any time during the continuance of , such 
previous appointment or any appointment as director prior thereto . 
(2) Any person who 

(a ) fails to give notice of his age as required by sub -section 
(1) ; or 
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(6) acts as director under any appointment which is invalid , 
or which has terminated , by reason of his age ; 
shall be punishable with fine which may extend to fifty rupecs for 
every day during which the failure continues or during which he 
continues to act as aforesaid , as the case may be . 

(3) For the purposes of clause (b) of sub - sectíon ( ), a person 
who has acted as director under an appointment which is invalid or 
has terminated , shall be deemed to have continued so to act through 
out the period from the date of the invalid appointment or the date 
on which the appointment terminated , as the case may be , until the 
last day on which he acted thereunder. 


Vacation of Office by Directors 
283. Vacation of office by directors.- ( 1) The office of a director 
shall be vacated if 

(a ) he tails to obtain within the timespecified in sub - section 
(1) of section 270 , or at any time thereafter ceases to hold , the 
share qualification , if any, required of him by the articles of the 
company ; 

(6 ), he is found to be of unsound mind by a Court of com 
petent jurisdiction ; 

(c) he applies to be adjudicated an insolvent; 
(« ) he is adjudged an insolvent; 

(e) he is convicted by a Court in India of any offence and 
is sentenced in respect thereof to imprisonment for not less than 
six months; 

(f) he fails to pay any call in respect of shares of the company 
held by him , whether alone or jointly with others, within 
six months from the last date fixed for the payment of the call; 

(9 ) he absents himself from three consecutive meetings of 
the Board of directors, or from all meetings of the Board for a 
continuous period of three months, whichəver is longer, without 
obtaining leave of absence from the Board ; 

(h ) he, or any firm in which he is a partner or any private 
company of which he is a director , accepts a loan , or any guar 
antee or security for a loan , from the company in contravention 
of section 295; 

(i) he acts in contravention of section 299 ; 

(;) he becomes disqualified by an order of Court under 
section 203; or 

(1c ) he is removed in pursuance of section 284 . 
(2) Notwithstanding anything, in clauses (d ), (e) and (i) of sub 
section (1), the disqualification referred to in those clauses shall not 
take effect 

(a) for thirty days from the date of the adjudication , sentence 
or order ; 
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(6) where any appeal or petition is preferred within the 
thirty days aforesaid against the adjudication, sentence or convince 
seven days from the date on which such appeal or petition is 
disposed of ; or 

(c) where within the seven days aforesaid , any further appeal 
or petition is preferred in respect of the adjudication , sentence, 
conviction, or order, and the appeal or petition , it allowed 
would result in the removal of the disqualification , until such 
further appeal or petition is disposed of . 

(3) A private company which is not a subsidiary of a public com . 
pany may ; by its articles, provide, that the office of director shali 
be vacated on any grounds in addition to those specified in sub . 
section (1 ). 

284. Removal of directors.— (1) A company may , by ordinary re 
solution , remove a director (not being a director appointed by the 
Central Government in pursuance of section 408 ) before the expiry 
of his period of office : 

Provided that this sub -section shall not, in the case of a private 
company, authorise the removal of a director holding office for life 
on the 1st day of April, 1952 , whether or not he is subject to retire 
ment under an age limit by virtue of the articles or otherwise : 

Provided further that nothing contained in this sub -section shall 
apply where the company has availed itself of the option given to it 
under section 265 to appoint not less than two- thirds of the total 
number of directors according to the principle of proportional re 
presentation . 

(2) Special notice shall be required of any resolution to remove 
& director under this section , or to appoint somebody instead of 
a director so removed at the meeting at which he is removed . 

(3) On receipt of notice of a resolution to remove a director under 
this section , the company shall forth with send a copy thereof to the 
director concerned , and the director (whether or not he is a member 
of the company) shall be entitled to be heard on the resolution at 
the mesting . 

(4) Where notice is given of a resolution to remove a director 
under this section and the director concerned makes with respect 
thereto representations in writing to the company (not exceeding 
a reasonable length ) and requests their notification to members of 
the company , the company shall, unless the representations are received 
by it too late for it to do so , 

(a ) in any notice of the resolution given to members of the 
company , state the fact of the representations having been made; and 

(8 ) send a copy of the representations to every member of 
the company to who notice of the meeting is sent (whether 

before or after receipt of the representations by the company); 
and if a copy of the representations is not sent as aforesaid because 
they were received too late or because of the company s default, 
the director may (without prejudice to his right to be heard orally ) 
require that the representations shall be read out at the meeting : 
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Provided that copies of the representations need not be sent out 
and the representations need not be read out at the meeting if , on 
the application either of the company or of any other person who 
claims to be aggrieved , the Court is satisfied that the rights conferred 
by this sub -section are being abused to secure needless publicity for 
defamatory matter ; and the Court may, order the company s costs on 
the application to be paid in whole or in para by the director 
notwithstanding that he is not a party to it . 

(5) A vacancy created by the removal of a director under this 
section may , if he had been appointed by the company in general 
meeting or by the Board in pursuance of section 262, be filled by the 
appointment of another director in his stead by the meeting atwhich 
he is removed , provided special notice of the intended appointment 
has been given under sub -section (2). 

A director so appointed shall hold office until the date up to which 
his predecessor would have held office if he had not been removed as 
aforesaid . 

(6 ) If the vacancy is not filled under sub -section (5), it may be 
filled as a casual vacancy, in accordance with the provisions, so far 
as they may be applicable, of section 262, and all the provisions of 
that section shall apply accordingly : 

Provided that the director who was removed from office shall not 
be re -appointed as a director by the Board of directors . 
° (7), nothing in this section shall be taken 

(a ) as depriving a person removed thereunder of any compen 
sation or damages payable to him in respect of the termination of 
his appointment as director or of any appointment terminating 
with that as director ; or 

(6 ) as derogating from any power to remove a director which 
may exist apart from this section . 

Meetings of Board 


285. Board to meet once in every three months. In the case of 
every company, a meeting of its Board of directors shall be held at 
least once in every three calendar months. 

286. Notice of meetings. -- ( 1) Notice of every meeting of the Board 
of directors of a company shall be given in writing to every director 
for the time being in India , and at his usual address in India to every 
other director. 

(2) Every officer of the company whose duty it is to give notice 
as aforesaid and who fails to do so shall be punishable with fine 
which may extend to one hundred rupees. 

287. Quorum for meetings. 
(1) In this section 

(a ) " total strength means the total strength of the Board 
of directors of a company as determined in pursuance of this Act, 
after deducting therefrom the number of the directors, if any, 
whose places may be vacant at the time; and 
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(5 ) " interested director " means any director whose 
presence 
cannot, by reason of section 300 , count for the purpose of forming 
a quorum at a meeting of the Board , at the time of the discussion 
or vote on any matter . 

(2) The quorum for a meeting of the Board of directors of a 
company shall be one-third of its total strength (any fraction containea 
in that one -third being rounded off as one), or two directors, whichever 
is higher : 

Provided that where at any time the number of interested directors 
exceeds or is equal to two- thirds of the total strength , the number of 
the remaining directors , that is to say , the number of the directors 
who are not interested , shall be the quorum during such time. 

288. Procedure where meeting adjourned for want of quorum. 
(1) If a meeting of the Board could not be held for want of quorum , 
then , unless the articles otherwise provide , the meeting shall 
automatically stand adjourned till the same day in the next week, at 
the same time and place, or if that day is a public holiday , till the 
next succeeding day which is not a public holiday, at the same time 
and place . 

(2) The provisions of section 285 shall not be deemed to have 
been contravened merely by reason of the fact that a meeting of the 
Board which had been called in compliance with the terms of that 
section could not be held for want of a quorum . 

289. Passing of resolutions by circulation . No resolution shall be 
deemed to have been duly passed by the Board or by a committee 
thereof by circulation , unless the resolution has been circulated in 
draft, together with the necessary papers , if any, to all the directors, 
or to all themembers of the committee, then in India (not being less 
in number than the quorum fixed for a meeting of the Board or 
committee , as the case may be) , and to all other directors or 
members at their usual address in India , and has been approved by 
such of the directors as are then in India, or by a majority of such of 
them , as are entitled to vote on the resolution . 

290. Validity of acts of directors .-- Acts done by a person as a 
director shall be valid , notwithstanding that it may afterwards be 
discovered that his appointment was invalid by reason of any defect 
or disqualification or had terminated by virtue of any provision 
contained in this Act or in the articles : 

Provided that nothing in this section shall be deemed to give 
validity to acts done by a director after his appointment has been 
shown to the company to be invalid or to have terminated . 


Board s powers and restrictions thereon 
291. General powers of Board.— (1) Subject to the provisions of 
this Act, the Board of directors of a company shall be entitled to 
exercise all such powers, and to do all such acts and things, as the 
company is authorised to exercise and do : 

Provided that the Board shall not exercise any power or do any 
act or thing which is directed or required , whether by this or any 
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other Act or by the memorandum or articles of the company or other 
wise , to be exercised or done by the company in generalmeeting : 

Provided further that in exercising any such power or doing any 
such act or thing, the Board shall be subject to the provisions contained 
in that behalt in this or any other Act, or in the memorandum or 
articles of the coinpany, or in any regulations ,not inconsistent 
therewith and duly made thereunder , including regulations made by 
the company in general meeting . 

(2) No regulation made by the company in general meeting shall 
invalidate any prior act of the Board which would have been valid 
if that regulation had not been made . 

292. Certain powers to be exercised by Board only at meeting. 
(1) The Board of directors of a company shall, exercise the following 
powers on behalf of the company , and it shall do so only bymeans 
of resolutions passed at meetings of the Board : 

(a ) the power to make calls on shareholders in respect of 
money unpaid on their shares ; 

(6 ) the power to issue debentures ; 
(c) the power to borrow moneys otherwise than on debentures ; 
(d ) the power to invest the funds of the company ; and 
(e) the power to make loans : 


Provided that the Board may , by a resolution passed at a meeting, 
de legate to any committee of directors, the managing director, the 
managing agent, secretaries and treasurers, or the manager of the 
company , or in the case of a banking company, also to a manager or 
other principal officer of a branch office of the company, the powers 
specified in clauses (c), (d ) and (e ), to the extent specified in sub 
sections (2), (3), and (4) respectively . 

(2 ) Every resolution delegating the power referred to in clause 
(c) of sub -section (1) shall specify the total amount up to which 
moneys may be borrowed by the delegate . 

( 3) Every resolution delegating the power referred to in clause 
(a ) of sub -section ( 1) shall specify the total amount up to which the 
funds may be invested , and the nature of the investments which may 
be made , by the delegate. 

(4) Every resolution delegating the power referred to in clause 
(e) of sub -section (1) shall specify the total amount up to which loans 
may be made by the delegate , the purposes for which the loans may 
be made , and the maximum amount of loans which may be made for 
each such purpose in individual cases. 

(5) Nothing in this section shall be deemed to affect the right 
of the company in general meeting to impose restrictions and conditions 
on the exercise by the Board of any of the powers specified in sub 


section ( 1) . 


150 


293. Restrictions on powers of board.- (1 ) The Board of directors 
of a public company, or of a private company which is a subsidiary 
of a public company, shall not, except with the consent of Staty 
public company or subsidiary in general meeting , 

(a) sell, lease or otherwise dispose of the whole , or substan 
tially the whole, of the undertaking of the company, or where 
the company owns more than one undertaking, of the whole 
or substantially the whole, of any such undertaking ; 

(6) remit , or give time for the re-payment of, any debt due 
by a director; 

(c) invest, otherwise than in trust securities, the sale proceeds 
resulting from the acquisition , after the commencement of this 
Act, without the consent of the company, of any such undertaking 
as is referred to in clause (a ), or of any premises or properties 
used for any such undertaking and without which it cannot be 
corried on or can be carried on only with difficulty or only 
after a considerable time ; 

(d) borrow moneys after the commencement of this Act, 
where the moneys to be borrowed , together with the moneys 
already borrowed by the company, (apart from temporary loans 
obtained from the company s bankers in the ordinary course of 
business) will exceed the aggregate of the paid -up capital of the 
company and its free reserves, that is to say, reserves not set 
apart for any specific purpose ; or 

(e) contribute , after the commencement of this Act, to chari 
table and other funds not directly relating to the business of the 
company or the welfare of its employees, any amounts the 
aggregate of which will, in any financial year , exceed twenty five 
thousand rupees, or five per cent. of its average net profits as 
determined in accordance with the provisions of sections 349 
and 350 during the three financial years immediately preceding , 
whichever is greater. 


Explanation . - Where a portion of a financial year of the company 
falls before the commencement of this Act, and a portion falls after 
such commencement, the latter portion shall be deemed to be a financial 
year within the meaning , and for the purposes , of clause (e). 
(2) Nothing contained in clause (x ) of sub -section (1) shall affect , 

(a ) the title of a buyer or other person who buys or takes 
a lease of any such undertaking as is referred to in that clause , 
in good faith and after exercising due care and caution ; or 

(6) the selling or leasing of any property of the company 
where the ordinary business of the company consists of, or com 
prises, such selling or leasing . 

(3) Any resolution passed by the company permitting any, trans, 
action such as is referred to in clause (a ) of sub -section (1) may 
attach such conditions to the permission as may be specified in the 
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resolution , including conditions regarding the use , disposalor inyest 
ment of the sale proceeds which may result from the transaction : 

Provided that this sub -section shall not be deemed to authorisc 
the company to effect any reduction in its capital except in accord 
ance with the provisions contained in that behalf in this Act. 

(4) The acceptance by a banking company , in the ordinary course 
of its business , of deposits of money from the public, repayable on 
demand or otherwise, and withdrawable by cheque, draft, order or 
otherwise , shall not be deemed to be a borrowing of moneys by the 
banking company within the meaning of clause (d ) of sub -section (1). 

(5 ) No debt incurred by the company in excess of the limit im . 
posed by clause (d ) of sub - section (1) shall be valid or effectual, 
unless the lendet proves that he advanced the loan in good faith and 
without knowledge that the limit imposed by that clause had been 
exceeded . 

294. Appointment of sole selling agents to requir: approval of com 
pany in general meeting.- ( 1) After the commencement of this Act, 
the Board of directors of a company shall not appoint a sole selling 
agent for any area, except subject to the condition that the appoint 
ment shall cease to be valid it it is not approved by the company in 
general meeting within a period of six months from the date on which 
the appointment is made. 

(2) If the company in general meeting disapproves of the appoint 
nient, or does not approve of it within the period of six months 
aforesaid , it shall cease to be valid with effect from the date of such 
disapproval, or the expiry of the period of six months aforesaid , 
whichever is earlier . 

(3 ) Where before the commencement of this Act, a company has 
appointed a sole selling agent for any area for a period of not less 
than five years, the appointment shall be placed before the company 
in general meeting within a period of six months from such com 
mencement ; and the company in general meeting may, by resolution , 

(a ) if the appointment was made on or after the 15th day 
of February , 1955 , terminate the appointment forth with or with 
effect from such later date as may be specified in the resolution ; 
and 

(6) if the appointment was made before the date specified in 
clause (a), terminate the appointment with effect from such 
date as may be specified in the resolution , not being earlier than 
five years from the date on which the appointment was made , 
or the expiry of one year from the commencement of this Act, 
whichever is later . 


295. Loans to directors , etc.— (1) Save as otherwise provided in 
sub -section (2), no company (hereinafter in this section referred to as 
" the lending company ) shall, without obtaining the previous appro 
val of the Central Government in that behalf , make any loan to , or 
give any guarantee or provide any security in connection with a loan 
made by any other person to , or to any other person by,-- 
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a 


(a) any director of the lending company or of a company 
which is its holding company or any partner or relative of any 
such director ; 

(6) any firm in which any such director or relative is a 
partner ; 

(c) any private company of which any such director is 
director or member ; 

la) any body corporate at a generalmeeting of which not less 
than twenty -five per cent of the total voting power may be exers 
cised or controlled by any such director, or by two or more 
such directors together; or 

(e) any body corporate , the Board of directors, managing 
director , managing agent, secretaries and treasurers, or manager 
whereof is accustomed to act in accordance with the directions 
or instructions of the Board , or of any director or directors, of 
the lending company. 

(2) Sub -section (1) shall not apply to any loan made , guarantee 
given or security provided 

(a) by a private company unless it is a subsidiary of a public 
company ; 

(6 ) by a banking company; 
(c ) by a holding company to its subsidiary ; or 

(a ) by a company which is the managing agent or secretaries 
and treasureis of another company to the latter . 

(3) Where any loan made, guarantee given or security provided 
by a lending company and outstanding at the commencement of this 
Act could not have been made , given or provided, without the pre 
vious approval of the Central Government , if this section had then 
been in force , the lending company shall, within six months from 
the commencement of this Act or such further time not exceeding 
six months as the Central Government may grant for that purpose , 
either obtain the approval of the Central Government to the trans 
action or enforce the repayment of the loan made, or in connection 
with which the guarantee was given or the security was provided , 
notwithstanding any agreement to the contrary. 

(4) Every person who is knowingly a party to any contravention 
of sub -section ( ) or (3), including in particular any person to 
whom the loan is made or who has taken the loan in respect of which 
the guarantee is given or the security is provided , shall be punishable 
either with fine which may extend to five thousand rupees or with 
simple imprisonment for a term which may extend to six months : 

Provided that where any such loan , or any loan in connection 
with which any such guarantee or security has been given or provided 
by the lending company, has been repaid in full, no punishment by 
way of imprisonment shall be imposed under this sub -section ; and 
where the loan has been re -paid in part, the maximum punishment 
which may be imposed under this sub -section by way of imprisonment 
shall be proportionately reduced . 

(5) All persons who are knowingly parties to any contravention 
of sub- section (1) or (3) shall be liable , jointly and severally, to the 
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297 . 


lending company for the repayment of the loan or for making good . 
the sum which the lending company may have been called upon to 
pay in virtue of the guarantee given the security provided by such 
company . 

(6) No officer of the lending company or of the borrowing buly 
corporate shall be punishable under sub -section (4). or shall incur the 
liability referred to in sub -section (5) in respect of any lon made , 
guarantee given or security, provided in contravention of clause (vi ) 
or (e) of sub -section (1), unless at the time when the loan was made , 
the guarantee was given or the security was provided by the lending 
company , he knew or had express notice that that clause was being 
contravened thereby. 

296. Saving, regarding book -debts.- Nothing contained in section 
295 shall apply to a book -debt which is required to be treated by 
virtue of the provision contained in that behali in Schedule VI a 
a loan or an advance for the purpose of preparing the balance sheet 
of the company, unless the transaction represented by the book -deb : 
was from its inception in the nature of a loan or an advance . 

Board s sanction to be required for certain contracts in which 
particular directors are inte.ested.— ( 1) Fxcept with the consent oi the 
Board of directors of a company, a director of the company or his 
relative , a firm in which such a director or relative is a partner, any 
other partner in such a firm , or a private company of which the 
director is a member or director , shall not enter into any contract 
with the company 

(a ) for the sale , purchase or supply of any goods, materials 
or services; or 

(1 ) after the commencement of this Act, for underwriting 
the subscription of any shares in , or debentures of, the company. 

(2) Nothing contained in clause (a) of sub -section (1) shall afiect 
any contract or contracts for the sale , purchase or supply oi any 
goods , materials or services in which either the company, or the 
director , firm , partner or private company, as the case may be , 
regularly trades or does business , provided that the value of such goods 
and materials and the cost of such services do not exceed five thousand 
rupees in the aggregate in any calendar year comprised in the period 
of the contract or contracts. 

(3) The consent of the Board required by sub-section (1) shall 
not be deemed to have been given within the meaning of that sub 
section , unless the consent is accorded 

(a ) by a resolution passed at a meeting of the Board ; and 

(6 ) before the contract is entered into , or within two months 
of the date on which it was entered into . 

( 4) Where such consent is not accorded to the contract before 
it is entered into, anything done in pursuance of the contract shall, 
it such consent is ultimately not accorded , be voidable at the option 
of the Board. 

(5) , Sub -sections (3) and (4) shall not apply to any case There 
consent has been accorded to the contract before the commencement 
of_this Act. 
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298. Power of directors to carry on business when managing agent 
or secretaries and treasurers are deemed to havo vacated office, etc.ont 
managing agent or secretaries and treasurers of a company are deemed 
to have vacated or to have been suspended from office, or are removed 
managing agent or secretaries and treasurers, or where a permanent 
or suspended from office , or cease to act or to be entitled to actres 
or temporary vacancy has otherwise 

occurred in the office of 
managing agent or secretaries and treasurers, then , notwithstanding 
anything contained in this Act, the Board of directors shall have 
power to carry on , or arrange for the carrying on of, the affairs of 
the company until the managing agent or secretaries and treasurers 
again become entitled to act as such , or until the company in 
general meeting resolves otherwise . 


Procedure , etc., where Director interested 


or 


company who is 


299. Disclosure of interests by director.- (1) - Every director of a 
in any way, whether directly 

indirectly , 
concerned or interested in a contractor arrangement, or proposed 
contract or arrangement, entered into or to be entered into , by or 
on behalf of the company , shall disclose the nature of his concern 
or interest at a meeting of the Board of directors . 

(2) (a ) In the case of a proposed contract or arrangement, the 
disclosure required to be made by a director under sub -section (1) 
shall be made at the meeting of the Board at which the question of 
entering into the contract or arrangement is first taken into consideration , 
or if the director was not , at the date of that meeting , concerned or 
interested in the proposed contract or arrangement, at the first meeting 
of the Board held after he becomes so concerned or interested . 

(6 ) In the case of any other contract or arrangement, the required 
disclosure shall be made at the first meeting of the Board - held after 
the director becomes concerned or interested in the contractor 
arrangement. 

(3) (a ) For the purposes of sub-sections (1) and (2) , a general 
notice given to the Board by a director, to the effect that he is a 
director or a member of a specified body corporate or is a member 
of a specified firm and is to be regarded as concerned or interested 
in any contract or arrangement which may , after the date of the 
notice, be entered into with that body corporate or firm , shall be 
deemed to be a sufficient disclosure of concern or interest in relation 
to any contract or arrangement so made . 

(v) Any such general notice shall expire at the end of the financial 
year in which it is given , but may be renewed for further periods of 
one financial year at a time, by a fresh notice given in the lastmonth 
of the financial year in which it would otherwise expire . 

(c) No such general notice , and no renewal thereof , shall be of 
effect unless either it is given at a meeting of the Board, or the 
director concerned takes reasonable steps to secure that it is brought 
up and read at the first meeting of the Board after it is given . 
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(4). Every director who fails to comply with sub - section (1) or 
(2) shall be punishable with fine which may cxtend to five thousand 
rupees. 
( 5) 

Nothing in this section shall be taken to prejudice the operation 
of any rule of law restricting a director of a company from having 
any concern or interest in 

any contracte or arrangements with the 
company . 

300. Interested director not to participate or vote In Board s pro 
ceedings.— (1) No director of a company shall, as a director, take any 
part in the discussion of, or yote on , any contract or arrangement 
entered into , or to be entered into , by or on behalf of the company , 
if he is in any way , whether directly or indirectly , concerned or 
interested in the contract or arrangement ; nor shall his presence 
count for the purpose of forming a quorum at the time of any such 
discussion or vote ; and if he does vote , his vote shall be void. 
(2 ) Sub -section (1) shall not apply to 

( a ) a private company which is neither a subsidiary nor a 
holding company of a public company ; 

( ) a private company which is a subsidiary of a public 
company, in respect of any contract or arrangement entered into , 
or to be entered into , by the private company with the holding 
company thereof ; 

(c) any contract of indemnity against any loss which the 
directors , or any one or more of them , may suffer by reason of 
becoming or being sure ties or a surety for the company ; 

(a ) any contract or arrangement entered into or to be 
entered into with a public company, or a private company which 
is a subsidiary of a public company , in which the interest of the 
director aforesaid consists solely in his being a director of such 
company and the holder of not more than shares of such number 
or value therein as is requisite to qualify him for appointment 
as a director thereof, he having been nominated as such director 
by the company referred to in sub -section (1); or 

(e) a public company, or a private company which is a 
subsidiary of a public company , in respect of which a notification 
is issued under sub -section (3) , to the extent specified in the 
notification . 

(3) In the case of a public company or a private company which 
is a subsidiary of a public company, it the Central Government is 
of opinion that having regard to the desirability of establishing or 
promoting any industry , business or trade, it would not be in the 
public interest to apply all or any of the prohibitions contained in 
sub -section ( 1 ) 

to the company , the Central Government may , by 
notification in the Official Gazette , direct that that sub -section shall 
not apply to such company, or shall apply thereto subject to such 
exceptions, modifications and conditions as may be specified in the 
notification . 

(4 ) Every director who knowingly contravenes the provisions of 
this section shall be punishable, with fine which may extend to five 
thousand ,rupees . 

20 
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301. Register of contracts, companies and firms in which directors are 
Interested .- ( 1) A register shall be kept by every company , in which 
shall be entered particulars of all contracts or arrangements to which 
section 297 or 299 applies , including the following particulars , 
namely : 

(a ) the date of the contract or arrangement; 
(6 ) the names of the parties thereto ; 
(c) the principal terms and conditions thereof ; 
(a ) the date on which it was placed before the Board ; 

(e ) the names of the directors voting for and against the 
contract or arrangement and the names of those remaining neutral. 

(2) Particulars of every such contractor arrangement shall be 
entered in the register aforesaid within three days of the meeting of 
the Board at which the contract or arrangement is approved ; and the 
register shall be placed before the next meeting of the Board and 
shall then be signed by all the directors present at that meeting . 

(3) The register aforesaid shall also specify , in relation to each 
director of the company, the names of the bodies corporate and firms 
of which notice has been given by him under sub -section (3 ) of 
section 299 . 

(4) If default is made in complying with the provisions of sub 
section (1), (2) or (3), the company , and every officer of the 
company who is in default, shall, in respect of each default, be 
punishable with fine which may extend to five hundred rupees. 

(5) The register aforesaid shall be kept at the registered office of 
the company ; and it shall be open to inspection at such office , and 
extracts may be taken therefrom and copies thereof may be required , 
by any member of the company to the same extent, in the same 
manner , and on payment of the same fee , as in the case of the 
register of members of the company ; and the provisions of section 163 
shall apply accordingly . 

302. Disclosure to members of director s interest in contract appointing 
manager, managing director, managing agent secretaries and 
treasurers.- ( 1) Where a company - 

(a ) enters into a contract for the appointment of a manager 
of the company, in which contract any director of the company 
is in any way , whether directly or indirectly , concerned or 
interested ; or 

(6) varies any such contract already in existence and in 
which a director is concerned or interested as aforesaid ; 
the company shall, within twenty -one days from the date of entering 
into the contract or of the varying of the contract, as the case may 
be, send to every member of the company an abstract of the terms of 
the contractor variation , together with 

a memorandum clearly 
specifying the nature of the concern or interest of the director in 
such contract or variation . 


or 
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(2) Where a company enters into a contract for the appointment 
of a managing director of the company, or varies any such contract 
which is already in existence , the company shall send an abstract of 
the terms of the contract or variation to every member of the company 
within the time specified in sub -section (1) ; and if any other director 
of the company is concerned or interested in the contract or variation , 
a memorandum clearly specifying the nature of the concern or interest 
of such other director in the contract or variation shall also be sent 
to every member of the company with the abstract aforesaid. 

(3) Where a company proposes to enter into a contract for the 
appointment of a managing agent or of secretaries and treasurers, in 
which contract any director of the company is concerned or interested 
as aforesaid , cf proposes to vary any such contract already in 
existence in which a director is concerned or interested as aforesaid , 
the company shall send the abstract and memorandum referred to in 
sub-section (2) to every member of the company, in sufficient time 
before the general meeting of the company at which the proposal is 
to be considered . 

(4 ) Where a director becomes concerned or interested as afore 
said in any such contract as is referred to in sub-section (1) , (2) or 
(3) after it is made, the abstract and the memorandum , if any , re 
ferred to in the said sub -section shall be sent to every member of 
the company within twenty -one days from the date on which the 
director becomes so concerned or interested . 

(5 ) If default is made in complying with the foregoing provisions 
of this section , the company , and every officer of the company who 
is in default, shall be punishable with fine which may extend to 
one thousand rupees . 

(6 ) All contracts entered into by a company for the appointment 
of a manager , managing director , managing agent or secretaries and 
treasurers , shall be kept at the registered office of the company ; and 
slall be open to 

the inspection of any member of the company at 
such office ; and extracts may be taken therefrom and copies thereof 
may be required by any such member, to thesame extent, in the same 
manner and on payment of the same fee , as in the case of the register 
of members of the company ; and the provisions of section 163 shall 
apply accordingly . 

(7 ). The provisions of this section shall apply in relation to any 
resolution or proposed resolution of the Board of directors of a 
company appointing a manager or a managing or whole -time director, 
or varying any previous contract or resolution of the company 
relating to the appointment of a manager or a managing or whole 
time director , as they apply in relation to any contract or proposed 
contract for the like purpose . 


Register of Directors, etc. 
803. Register of directors, managing agents, secretaries and 
treasurers etc .- (1) Every company shall keep at its registered office 
a register of its directors, managing director, managing agent, 
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or 


Secretaries and treasurers , manager and secretary ,, containing with 
respect to each of them the following particulars, that is to say: 

(a) in the case of an individual,s his present name and sur 
name in full; any former name 

surname in full ; his usual 
residential address; his nationality ; and , if that pationality is not 
the nationality of origin, his nationality of origin ; his business 
occupation , if any; if he holds the office of director, managing 
director, managing agent, manager or secretary in any other body 
corporate, the particulars of each such office held by him , and 
except in the case of a private company which is not a subsidiary 
of a public company, the date of his birth ; 

(6 ) in the case of a body corporate , its corporate name and 
registered or principal office; and the full name, address 
nationality , and nationality of origin , if different from that 
nationality , of each of its directors ; and if it holds the office of 
managing agent, secretaries and treasurers ,manager or secretary in 
any other body corporate, the particulars of each such office ; 


(c) in the case of a firm , the name of the firm , the full name, 
address, nationality , and nationality of origin , if different from 
that nationality , of each partner ; and the date on which each 
became a partner ; and if the firm holds the office of managing 
agent, secretaries and treasurers, manager or secretary in agy 
other body corporate , the particulars of each such office ; 


(d ) if any director or directors have been nominated by a 
body, corporate, its corporate name; all the particulars referred to 
in clause (a) in respect of each director so nominated , and also 
all the particulars referred to in clause (6) in respect of the body 
corporate ; 

(e) if any director or directors have been nominated by a 
firm , the name of the firm , all the particulars referred to in 
clause (a) in respect of each director so nominated , and also all 
the particulars referred to in clause (c) in respect of the firm . 
Explanation .--- For the purposes of this sub -section 

( 1) any person in accordance with whose instructions , the 
Board of directors of a company is accustomed to act shall be 
deemed to be a director of the company ; 

(2) in the case of a person usually known by a title different 
from his surname, the expression surname" means that title ; 
and 
(3) references to a former name or surname do not include 

(1) in the case of a person usually known by an Indian 
title different from his surname, the name by which he was 
known previous to the adoption of, or succession to , the title; 

(ii) in the case of any person , a former name or surname; 
where 

or surname was changed or 


that name 


disused 
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before the person bearing the name attained the 
eighteen years, or has been changed or disused for a period of 

age of 
not less than twenty years ; and 

(iii) in the case of a married woman , the name or sur 
name by which she was known previous to the marriage . 
(2) The company shall, within the periods respectively mentioned 
in this sub -section , send to the Registrar a return in the prescribed 
form containing the particulars specified in the said register and a 
notification in the prescribed form of any change among its directors, 
managing directors, managing agents, secretaries and 

treasurers, 
managers or secretaries or in any of the particulars contained in the 
register , specifying the date of the change. 

The period within which the said return is to be sent shall be 
a period of twenty -eight days from the appointment of the first 
directors of the company and the period within which the said 
notification of a change is to be sent shall be twenty - eight days from 
the happening thereof . 

(3) If default is made in complying with sub -section (1) or (2), 
the company, and every officer of the company who is in default, 
shall be punishable with fine which may extend to fifty rupees for 
every day during which the default continues . 

304. Inspection of the register.- (1) The register kept under 
section 303 shall be open to the inspection of any member of the 
company without charge and of any other person on payment of 
one rupee for each inspection during business hours subject to such 
reasonable restrictions as the company may by its articles or in 
general meeting impose , so that not less than two hours in each day 
are allowed for inspection . 
(2) If any inspection required under sub -section (1) is refused, - 

(a ) the company, and every officer of the company who is 
in default , shall be punishable with fine which may extend to 
fifty rupees ; and 

(6 ) the Court may , by order, compel an immediate inspection 
of the register . 

305. Duty of directors etc., to make disclosure. — Every director 
[including 

a person deemed to be a director by virtue of the 
Explanation to sub-section ( 1) of section 303], managing director , 
managing agent, secretaries and treasurers, manager or secretary of 
any company, who is appointed to the office of director , managing 
director, managing agent, secretaries and treasurers, manager or 
secretary of any other body corporate shall, within twenty days of 
his appointment, disclose to the company aforesaid the particulars 
relating to the office in the other body corporate which are required 
to be specified under sub -section (1) of section 303 ; and if he fails 
to do so , he shall be punishable with fine which may extend to five 

306. Register to be kept by Registrar and inspection thereof. 
(1) The Registrar shall keep a separate register or registers in which 
there shall be 

entered the particulars received by him under 
sub -section (2) of section 303 in respect of companies, so however 
that all entries in respect of each such company shall be together. 


hundred rupees . 
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(2) The register or registers aforesaid shall be open to inspection 
by any member of the public at any time during office hours, on 
payment of the prescribed fee . 

Register of Directors Shareholdings 
307. Register of directors shareholdings, etc .- (1) Every company 
shall keep a register showing, as respects each director of the company, 
the number , description and amount of any shares in , or debentures 
of, the company or any other body corporate , being the company s 
subsidiary or holding company , or a subsidiary of 

the company s 
holding company , which are held by him or in trust for him , or of 
which he has any right to become the holder whether on payment 
or not. 

(2 ) Where any shares or debentures have to be recorded in the 

register or to be omitte therefrom , in relation to any director , 
by reason of a transaction entered into after the commencement of 
this Act and while he is a director , the register shall also show the 
date of , and the price or other consideration for, the transaction: 

Provided that where there is an interval between the agreement 
for any such transaction and the completion thereof , the date so shown 
shall be that of the agreement. 

(3) . The nature and extent of any interest or right in or 
over 
any shares or debentures recorded in relation to a director in the said 
register shall, if he so requires, be indicated in the register. 

(4) The company shall not, by virtue of anything done for the 
purposes of this section be affected with notice of, or be put upon 
inquiry as to, the rights of any person in relation to any shares or 
debentures . 

(5) The said register shall, subject to the provisions of this 
section , be kept at the registered office of the company, and shall 
be open to inspection during business hours (subject to such 
reasonable restrictions as the company may , by its articles or in 
general meeting , impose , so that not less than two hours in each day 
are allowed for inspection ) as follows: 

(a ) during the period beginning , fourteen days before the 
date of the company s annual generalmeeting and ending three 
days after the date of its conclusion, it shall be open to the 
inspection of any member or holder of debentures of the company ; 
and 

(6 ) during that or any other period , it shall be open to 
the inspection of any person acting on behalf of the Central 
Government or of the Registrar . 

In computing the fourteen days and the three days mentioned in 
this sub- section, any day which is a Saturday, a Sunday or a public 
holiday shall be disregarded . 

(6) Without prejudice to the rights conferred by sub -section (5), 
the CentralGovernment or the Registrar may, at any time, require 
a copy of the said register, or any part thereof. 

(7) The said register shall also be produced at the commencement 
of every annual general meeting of the company and shall remain 
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open and accessible during the continuance of the meeting to 
any person having the right to attend the mecting . 

If default is made in complying with this sub - section the com 
pany, and every officer of the company who is in deiault, shall be 
punishable with fine which may extend to five hundred rupces. 

(8) If default is made in complying with sub-section (1) or (2), 
or if any inspection required under this section is refused , or if any 
copy required thereunder is not sent within a reasonable time, the 
company, and every officer of the company who is in deiault , shall 
be punishable with fine which may extend to five thousand rupees 
and also with a -further fine which may extend to twenty rupees for 
every day during which the default continues . 

( 9) In the case of any such refusal, the Court may also, by order, 
compel an immediate inspection of the register . 
(10) For the purposes of this section 

( a ) any person in accordance with whose directions or 
instructions the Board of directors of a company is accustomed 
to act, shall be deemed to be a director of the company ; and 

(6 ) a director of a company shall be deemed to hold , or to 
have an interest or a right in or over , any shares or debentures, 
if a body corporate other than the company holds them or has 
that interest or right in or over them , and either 

(i ) that body corporate or its Board of directors is 
accustomed to act in accordance with his directions or 
instructions; or 

(ii ) he is entitled to exercise or control the exercise of 
one - third or more of the total voting power exercisable 

at any general meeting of that body corporate . 
808. Duty of directors and persons deemed to be directors to make 
disclosure of shareholdings.- (1) Every director of a company, and 
every person deemed to be director of the company by virtue of 
sub-section (10 ) of section 307, shall give notice to the company of 
such matters relating to himself as may be necessary for the purpose 
of enabling the company to comply with the provisions of that 
section . 

( ) Any such notice shall be given in writing , and it it is not 
given at a meeting of the Board , the person giving the notice shall 
take all reasonable steps to secure that it is brought up and read at 
the meeting of the Board next after it is given . 

,,(3) Any person who fails to comply with sub -section (1) or (2) 
shall be punishable with imprisonment for a term which may extend 
to two years, or with fine which may extend to five thousand rupees, 
or with both . 

Remuneration of Directors 
309. Remuneration of directors .- (1) The remuneration payable 
to the directors of a company, including any managing or whole 
time director, shall be determined, in accordance with and subject to 
the provisions of section 198 and this section , either by the articles 
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of the company, or by a resolution or, if the articles so require, by a 
special resolution , passed by the company in general meeting . 

(2) A director may receive remuneration either by way of a 
monthly payment, or by way of a fee for each meeting attended , 
or partly by the one way and partly by the other . 

(3) In lieu of or in addition to the remuneration specified in 
sub -section (2), remuneration may be paid to a director who is either 
in the whole-time employment of the company or a managing director, 
at a specified percentage of the net profits of the company : 

Provided that such percentage shall not exceed five for any one 
such director , or where there is more than one"such director , ten 
for all of them together . 

(4) In the case of a director who is neither in the whole -time 
employment of the company nor a managing director and whose 
remuneration does not include anything by way of a monthly payment, 
the company may , by special resolution , authorise the payment, to 
such director , or where there is more than one such director , to all 
of them together 

(a ) if the company has a managing or whole -time director , 
a managing agent or secretaries and treasurers, or a manager , 
of a commission not exceeding one per cent. of the net profits 
of the company ; 

(6 ) in any other case , of a commission not exceeding three 
per cent of the net profits of the company . 

(5) The net profits referred to in sub -sections (3) and (4) shall 
be computed in the manner referred to in section 198 , sub -section (1). 

(6 ) No director of a company who is in receipt of any commis 
sion from the company and who is either in the whole- time employ 
ment of the company or a managing director shall be entitled to 
receive any commission or other remuneration from any subsidiary of 
such company . 

(7) The special resolution referred to in sub - section (4) shall 
not remain in force for a period of more than five years ; but may 
be renewed , from time to time, by special resolution for further 
periods of not more than five years at a time: 

Provided that no renewal shall be effected earlier than one year 
from the date on which it is to come into force . 

(8) The provisions of this section shall come into force imme 
diately on the commencement of this Act or , where such commence 
ment does not coincide with the end of a financial year of the 
company, with effect from the expiry of the financial year imme 
diately succeeding such commencement. 

(9) The provisions of this section shall not apply to 
company unless it is a subsidiary of a public company. 


a private 
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310. Provision for increase in remuneration to rcquire Government 
sanction . In the case of a public company , or a private company . 
which is a subsidiary of a public company, an amendment of any 
provision , relating to the remuneration of any director including 
a managing or whole-time director, which purports to increase or has 
the effect of increasing , whether directly or indirectly , the amount 
thereof, whether that provision be contained in the company s 
memorandum or articles, or in an agreement entered into by it, or 
in any resolution passed by the company in general meeting or by 
its Board of directors , shall not have any effect unless approved by 
the Central Government ; and the amendment shall become void it, 
and in so far as, it is disapproved by that Government. 

311. Increase in remuneration of managing director on re appointment 
or appointment after Act to require Government sanction . In the case 
of a public company , or a private company which is a subsidiary of 
a public company, it the terms of any re-appointment or appointment 
of a managing or whole -time director , made after the commencement 
of this Act, purport to increase or have the effect of increasing, 
whether directly or indirectly , the remuneration which the managing 
or whole- time director or the previous managing or whole-time direct 
or , as the case may be, was receiving immediately before such re 
appointment or appointment, the re -appointment or appointment shall 
not have any effect unless approved by the Central Government ; and 
shall become void if , and in so far as, it is disapproved by that 
Government. 

Miscellaneous Provisions 
312. Prohibition of assignment of office by director . – Any assignment 
of his office made after the commencement of this Act by any director 
of a company shall be void . 

313. Appointment and term of office of alternate directors.- (1) 
The Board of directors of a company may , if so authorised by its 
articles or by a resolution passed by the company in general meeting , 
appoint an alternate director to act for a director (hereinafter in this 
section called " the original director " ) during his absence for a period 
of not less than three months from the State in which meetings of 
the Board are ordinarily held . 

(2) An alternate director appointed under sub -section (1) shall 
vacate office if and when the original director returns to the State in 
which meetings of the Board are ordinarily held. 

(3) If the term of office of the original director is determined 
before he so returns to the State aforesaid , any provision for the 
automatic re-appointment of retiring directors in default of another 
appointment shall apply to the original, and not to the alternate, 
director 

314 Dire tor etc. not to hold omice or place of profit.- (1) Except 
with the previous consent of the company accorded by a special 
resolution , no director of a company , no partner or relative of such 
a director , no firm in which such a director or relative is a partner , 
no private company of which such a director is a director or mem 
ber, and no director, managing agent, secretaries and treasurers, or 
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manager of such a private company shall hold any office or place of 
profit, except that of managing director , managing agent ; secretaries 
and treasurers, manager , legal or technical adviser, banker , or trustee 
for the holders of debentures of the company, 

(a ) under the company; or 

(6) under any subsidiary of the company , unless the re 
muneration received from such subsidiary in respect of such office 
or place is paid over to the company or its holding company . 

(2 ) If any office or place of profit under the company or a subsi 
diary thereof is held in contravention of the provisions of sub -section 
(1) , the director concerned shall be deemed to have vacated his office 
as director with effect from the first day on which the contravention 
occurs ; and shall also be liable to refund to the cơnpany any remu 
neration received , or the monetary equivalent of any perquisites or 
advantage enjoyed by him , in respect of such office or place of profit . 

(3) Any office or place in a company shall be deemed to be an 
office or place of profit under the company within the meaning of 
sub-section ( 1) , 

(a ) in case the office or place is held by a director, if the 
director holding it obtains anything by way of remuneration 
over and above the remuneration to which he is entitled as such 
director , whether as salary, fees , commission , perquisites, the 
right to occupy free of rent any premises as a place of residence , 
or otherwise ; 

(6) in case the office or place is held by an individual other 
than a director or by any firm , private company or other body 
corporate, if the individual, firm , private company or body cor 
porate holding it obtains anything by way of remuneration whether 
as salary, fees, commission , perquisities, the right to occupy 
free of rent any premises as a place of residence, or otherwise . 

Restrictions on appointment of managing directors 
315. Application of sections 316 and 317 — Sections 316 and 317 
shall not apply to a private company, unless it is a subsidiary oi a 
public company. 

316. Number of compani s of which one person may be appointed 
managing director.- (1) No company shall, after the commencement 
of this Act, appoint or employ any person as managing director, it 
he is either the managing director or the manager of any other com 
pany , except as provided in sub -section (2). 

(2) A company may appoint or employ a person as its managing 
director, if he is the managing director or manager of one, and of not 
more than one, other company : 

Provided that such appointment or employment is made or ap 
proved by a resolution passed at a meeting of the Board with the 
consent of all the directors present at the meeting and of which 
meeting , and of the resolution to be moved thereat, specific notice 
has been given to all the directors then in India . 
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(3) Where, at the commencement of this Act, any person is 
holding the office either of inanaging director or of manager in more 
than two companies, he shall, within one year from the commence 
ment of this Act, choose not more than two of those companies as 
companies in which he wishes to continue to hold the office of 
managing director or manager, as the case may be ; and the provisions 
of clauses (6) and (c) of sub -section (1) and of sub -sections (2) and (3) 
of section 276 shall apply mutatis mutandis in relation to this case , as 
those provisions apply in relation to the case of a director . 

(4 ) Notwithstanding anything contained in sub -sections (1) to (3), 
the Central Government may , by order , permit any person to be 
appointed as a managing director of more than two companies if the 
Central Government is satisfied that it is necessary that ihe companies 
should , for their proper working , function as a single unit and have 
a common managing director . 

317. Managing director not to be appointed for more than flve years 
at a time.-- (1) No company shall, after the commencement of this 
Act , appoint or employ any individual as its managing director for a 
-term exceeding five - years at a time. 

(2) Any individual holding at the commencement of this Act the 
office of managing director in a company shall, unless his term expires 
earlier , be deemed to have vacated his office immediately on the 
expiry of five years from the commencement of this Act. 

(3) Nothing contained in sub-section (1) shall be deemed to pro 
hibif the re -appointment, re-employment, or the extension of the 
term of office , of any person by further periods not exceeding five 
years on each occasion : 

Provided that any such re -appointment, re -employment or exten 
sion shall not be sanctioned earlier than two years from the date on 
which it is to come into force . 


Compensation for loss of office 
318. Compensation for loss of office not permissible except to managing 
or whole- time directors or to directors who are managers.- ( 1) Payment 
may be made by a company , except in the cases specified in sub -section 
(3 ) and subject to the limit specified in sub -section (4 ), to a managing 
director , or a director holding the office of manager or in the whole 
time employment of the company , by way of compensation for los 3 
of office , or 

as consideration for retirement from office, or in 
connection with such loss or retirement. 

( 2) No such payment shall be made by the company to any 
other director . 

(3) No payment shall be made to a managing or other director 
in pursuance of sub -section (1), in the following cases, namely: 

(a ) where the director resigns his office in view of the 
reconstruction of the company , or of its amalgamation with any 
other body corporate or bodies corporate, and is appointed as 
the managing director, managing agent, secretaries and treasurers, 
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manager or other officer of the reconstructed company or of the 
body corporate resulting from the amalgamation ; 

(6) where the director resigns his office otherwise than on 
the reconstruction of the company or its amalgamation 
aforesaid ; 

(c) where the office of the director is vacated by virtue of 
section 203, section 280 , or any of the clauses, (a ) to (le ), ot 
sub -section (1 ) of section 283; 

(d ) where the company is being wound up , whether by or 
subject to the supervision of the Court or voluntarily,, provided 
the winding up was due to the negligence or default of the 
director ; 

le ) where the director has been guilty of fraud or breach 
of trust in relation to , or of gross negligence in 
mismanagement of , the conduct of the affairs of the company or 
any subsidiary or holding company thereof; 

(1 ) where the director has instigated , or has taken part 
directly or indirectly in bringing about, the termination of his 
office . 

(4 ) Any payment made to a managing or other director in 
pursuance of sub -section (1) shall not exceed the remuneration which 
he would have earned if he had been in office for the unexpired residue 
of his term or for three years , whichever is shorter , calculated on 
the basis of the average remuneration actually earned by him during 
a period of three years immediately preceding the date on which he 
ceased to hold the office , or where he held the office for a lesser 
period than three years , during such period : 

Provided that no such payment shall be made to the director in 
the event of the commencement of the winding up of the company , 
whether before , or at any time within twelve months after , the date 
on which he ceased to hold office, if the assets of the company on 
the winding up , after deducting the expenses thereof , are not sufficient 
to repay to the share-holders the share capital (including the 
premiums, if any) , contributed by them . 

(5) Nothing in this section shall be deemed to prohibit the 
payment to a managing director , or a director holding the office of 
manager, of any remuneration for services rendered by him to the 
company in any other capacity. 

319. Payment to director, etc., for loss of office etc., in connection 
with transfer of undertaking or property.— (1) No director of a company 
shall, in connection with the transfer of the whole or 

any part of 
any undertaking or property of the company, receive any payment, 
by way of compensation for loss of office , 

as consideration 
for retirement from office, or in connection with such loss or 
retirement 

(a ) from such company ; or 

(6 ) from the transferee of such under taking or property, or 
from any other person (not being such company) , unless 
particulars with respect to the payment proposed to be made by 
such transferee or person (including the amount thereof) have been 


or 
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disclosed to the members of the company and the proposal has beeri 
approved by the company in general meeting . 

(2) Where a director of a company receives payment of any 
amount in contravention of sub -section (1), the amount shall be deemed 
to have been received by him in trust for the company . 

(3) Sub -sections (1) and (2) shall not affect in any manner the 
operation of section 318 . 

320. Payment to director for loss of office eto , in connection with 
transfer of shares.- (1) No director of a company shall, in connection 
with the transfer to any persons of all or any of the shares in 
a company, being a transfer resulting from 

(i) an offer made to the general body of shareholders; 

(ii) an Effer made by or on behalf of some other body cor. 
porate with a view to the company becoming a subsidiary of 
such body corporate or a sudsidiary of its holding company ; 

(iii ) an offer made by or on behalf of an individual with a 
view to his obtaining the right to exercise , or control the exercise 
of, not less than one -third of the total voting power at any general 
meeting of the company ; or 

(iv ) any other offer which is conditional on acceptance to 
a given extent; 
receive any payment by way of compensation for loss of office , or 
as consideration for retirement from office , or in connection with 
such loss or retirement, 

(a ) from such company ; or 

(6 ) except as otherwise provided in this section , from the 
transferees of the shares or from any other person (not being 
such company). 

( 2 ) In the case referred to in clause (6 ). of sub-section ( 1) , it 
shall be the duty of the director concerned to take all reasonable 
steps to secure that particulars with respect to the payment proposed 
to be made by the transferees or other person (including the amount 
thereof) are included in , or sent with , any notice of the offer made 
for their shares which is given to any shareholders . 
(3 ) If 

any such director fails to take reasonable steps as 
aforesaid ; or 

(b) any person who has been properly required by any such 
director to include the said particulars in , or send them with , 

any such notice as aforesaid fails so to do ; 
he shall be punishable with fine which may extend to two hundred 
and fifty rupees . 
( 4 ) If - 

(a ) the requirements of sub -section (2) are not complied 
with in relation to any such payment as is governed by clause 
(6 ) of sub -section (1 ) ; or 
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( ) the making of the proposed payment is not, before the 
transfer of any shares in pursuance of the offer, approved by a 
meeting , called for the purpose , of the holders of the shares to 
which the offer relates and other holders of shares of the same 
class (other than shares already held at the date of the offer by , 
or by a nomiitee for, the offeror , or where the offeror is a com 
pany , by , or by a nominee for, any subsidiary thereof) as any 

of the said shares ; 
any sum received by the director on account of the payment shall be 
deemed to have been received by him trust for any persons who 
have sold their shares as a result of the offer made , and the expenses 
incurred by him in distributing that sum amongst those persons shall be 
borne by him and not retained out of that sum . 

(5) If at a meeting called for the purpose of approving any 
payment as required by clause (6 ) of sub -section (4 ), a quorum is 

present and , after the meeting has been adjourned to a later date , 
a quorum is again not present, the payment shall, for the purposes 
of that sub -section , be deemed to have been approved . 

321. Provisions supplementary to sections 318, 319 and 320 .- ( 1) Where 
in proceedings for the recovery of any payment as having , by virtue 
of sub -section (2 ) of section 319 or sub -section (4 ) of section 320 , 
been received by any person in trust, it is shown that 

(a ) the payment was made in pursuance of any arrangement 
entered into as part of the agreement for the transfer in question , 
or within one year before, or within two years after, that 
agreement or the offer leading thereto ; and 

(b ) the company or any person to whom the transfer was 
made was privy to that arrangement ; 
the payment shall be deemed , except in far as the contrary is shown , 
to be one to which that sub -section applies. 

(2 ) If in connection with any such transfer as is mentioned in 
section 319 or in section 320 , 

(a ) the price to be paid , to a director of the company whose 
office is to be abolished or who is to retire from office , for any 
shares in the company held by him is in excess of the price 
which could at the time have been obtained by other holders of 
the like shares ; or 

(1) any valuable consideration is given to any such director; 
the excess or the money value of the consideration , as the case may 
be, shall for the purposes of that section , be deemed to have been 
a payment made to him by way of compensation for loss of office, or 
as consideration for retirement from office , or in connection with 
such loss or retirement. 

(3) References in sections 318 , 319 , and 320 to payments made 
to any director of a company by way of compensation for loss of 
office , or as consideration for retirement from office , or in connection 
with such loss or retirement, do not include any bona fide payment 
by way of damages for breach of contract or by way of pension in 
respect of past services; and for the purposes of this sub -section the 
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expression pension " includes 

any superannuation 

allowance, 
superannuation gratuity or similar payment. 

(4) Nothing in sections 319 and 3 ?0 shall be taken to prejudice 
the operation of any rule of law requiring disclosure to be made with 
respect to any such payments as are therein mentioned or with respect 
to any other like payments made or to be made to the directors of a 
company. 


Directors with unlimited liability 


322. Directors, etc., with unlimited liability in limited company. - 
(1) In a limited company , the liability of the directors or of any 
director or of the managing agent, secretaries and treasurers or manager 
may, if so provided by the memorandum , be unlimited. 

(2 ) In a limited company in which the liability of a director, 
managing agent, secretaries and treasurers or manager is unlimited, the 
directors, the managing agent , secretaries and treasurers and the 
manager of the company , and the member who proposes a person for 
appointment to the office of director, managing agent, secretaries and 
treasurers or manager , shall add to that proposal a statement that the 
liability of the person holding that office will be unlimited ; and before 
the person accepts the office or acts therein , notice in writing that 
his liability will be unlimited , shall given to him by the following 
or one of the following persons , namely , the promoters of the 
company , its directors, its managing agent, secretaries and treasurers 
or manager, if any, and its officers. 


or 


( 3) If any director , managing agent, secretaries and treasurers, 
manager or proposer makes default in adding such a statement, 

if any promoter , director , managing agent, secretaries and 
treasurers , manager or officer of the company makes default in giving 
such a notice , he shall be punishable with fine which may extend 
to one thousand rupees and shall also be liable for any damage which 
the person so appointed may sustain from the default ; but the 
liability of the person appointed shall not be affected by the default. 

323. Special resolution of limited company making liability of 
directors etc., unlimited .- (1) A limited company may, if so authorised 
by its articles, by special resolution , alter its memorandum so as to 
render unlimited the liability of its directors or of any director or 
of its managing agent, secretaries and treasurers or manager . 

(2) Upon the passing of any such special resolution , the 
provisions thereof shall be as valid as if they had been originally 
contained in the memorandum : 


Provided that no alteration of the memorandum making the 
liability of any of the officers referred to in sub- section (1) unlimited 
shall apply to such officer, if he was holding the office from before 
the date of the alteration, until the expiry of his then term , unless 
he has accorded his consent to his liability becoming unlimited. 


CHAPTER III 

MANAGING AGENTS 
Prohibition of appointment of managing agent in certain cases 

324. Power of Central Government to notify that companies engaged 
In specified classes of industry or business shall not have managing agents. 
(1) Subject to such rules as may be prescribed in this behalt, the 
Central Government may , by notification in the Official Gazette , 
declare that, as from such date as may be specified in the notification 
the provisions of sub -section (2) shall apply to all companies , whether 
incorporated before or after the commencement of this. Act, which 
are engaged on that date or may thereafter be engaged, wholly or in 
part, in such class or description of industry or business as may be 
specified in the notification. 
(2 ) Thereupon , 

(a ) where any such company has a managing agent on the 
specified date , the term of office of that managing age sha 
it does not expire earlier , expire at the end of three years from 
the specified date, or on the 15th day of August, 1960 , whichever 
is later ; and the company shall not re -appoint or appoint the 
same or any other managing agent; and 

(6 ) where any such company has no managing agent on the 
specified date , or where it is incorporated on or after 

that date , 
it shall not appoint a managing agent. 

(3) Copies of all rules prescribed under sub-section (1) shall, as 
soon as may be after they have been prescribed , be laid before both 
Houses of Parliament. 

(4) A copy of every notification proposed to be issued under sub 
section (1) shall be laid in draft before both Houses of Parliament 
for a period of not less than thirty days while they are in session ; 
and if, within that period , either House disapproves of the issue of 
the notification or approves of such issue only with modifications , 
the notification shall not be issued or , as the case may require , shall 
be issued only with such modifications as may be agreed on by both 
the Houses. 

325. Managing agency company not to have managing agent.-- (1) 
No company,acting as the managing agent of any other company shall , 
after the commencement of this Act, appoint a managing agent for 
itself, whether it transacts any other kind of business in addition or not. 

(2) No company having a managing agent shall, after the 
commencement of this Act ; be appointed as the managing agent of 
any other company : 

(3) Any appointment of managing agent made in contravention 
of sub -section (1) or (2 ) shall be void. 
(4 ) Where at the commencement of this Act a com 

company having 
a managing agent is itself acting as a managing agent of any other 
company, the term of office of the 
managing agent of the other company shall, if it does not expire 

company first mentioned as 
earlier in accordance with the provisions applicable thereto immediately 
before such commencement [including any provisions contained in the 
Indian Companies Act , 1913 (VII of 1913)], expire on the 15th day 
of August , 1956 . 
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Appointment and term of office 
326 , 

Central Government to approve of appointment, etc., of managing 
agent; and circumstances in which approval may be accorded.— (1) In 
respect of any company to which neither the prohibition specified 
in section 324 nor that specified in section 325 applies , a managing 
agent shall not be appointed or re-appointed , 

( a ) except by the company in general meeting ; and 

(6) unless the approval of the Central Government has been 
obtained for such appointment or re -appointment. 

(2) The Central Government shall not accord its approval under 
sub -section (1) in any case, unless it is satisfied 

(a ) thịt it is not against the public interest to allow the 
company to have a managing agent; 

(6 ) that the managing agent proposed is , in its opinion , a fit 
and proper person to be appointed or re -appointed as such , and 
that the conditions of the managing agency agreement proposed 
are fair and reasonable ; and 

(c) that the managing agent proposed has fulfilled any con 
ditions which the Central Government requires him to fulfil. 

327. Application of sections 328 to 331. — The provisions of sections 
328 to 331 shall apply to 

(a ) 

a public company; 
(b) a private company which is a subsidiary of a public 
company ; and 

(c) a private company which is not a subsidiary of a public 
company , unless the Central Government, by general or special 
order, specifically exempts the private company . 

328. Term of office of managing agent.- (1) After the commence 
ment of this Act, no company shall 

(a ) in case it appoints a managing agent for the first time 
(that is to say , in case the company has had no managing agent 
at any time since its formation ), make the appointment for a 
term exceeding fifteen years ; 

(6) in any other case , re -appoint or appoint a managing agent 
for a term exceeding ten years at a time; 

(c) re -appoint a managing agent for a fresh term , when the 
existing term of the managing agent has two years or more to 
run : 

Provided that the Central Government may , if satisfied that it is 
in the interest of the company so to do, permit the re-appointment 
of a managing agent at an earlier time than that specified in clause (c). 

(?) For the purpose of sub-section (!), re-appointment does not 
include the re-appointment of any person on fresh , additional or 
changed conditions for any period not extending beyond his existing 
term , but otherwise includes 

(a ) the renewal, or the extension of the term , of a previous 
appointment; and 

(b) the appointment of any person or persons having an 
interest in the previous managing agency . 
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(3) Any appointment or re -appointment of a managing agent, 
made in contravention of the provisions of 

sub -sections (1 ) and 
(2) shall be void in respect of the entire term for which the appoint 
ment or re -appointment is made. 

Variation of Managing Agency Agreement 
329. Variation of managing agency agreement. - A resolution of 
the company in general meeting shall be required for varying the 
terms of a managing agency agreement; and before such a resolution 
is passed , the previous sanction of the Central Government shall be 
obtained therefore . 

Special provisions regarding existing managing agents 

330. Term of office of existing managing agents to terminale on 
15th August, 1960. — Where a company has a managing agent at the 
commencement of this Act, the term of office of such managing agent 
shall, if it does not expire earlier in accordance with the provisions 
applicable thereto immediately before such commencement ( including 
any provisions contained in the 

Indian Companies Act, 

1913 
(VII of 1913) ], expire on the 15th day of August, 1960 , unless before 
that date he is re -appointed for a fresh term in accordance with any 
provision contained in this Act. 

331. Application of Act to existing managing agents . — All provisions 
of this Act , other than those relating to the term for which the office 
can be held, shall apply to every managing agent holding office at 
the commencement of this Act, with effect from such commencement. 

Restrictions on Number of Managing Agencies 
332. No person to be managing agent of more than ten companies 
after 15th August, 1960.- ( 1) After the 15th day of August , 1960 , no 
person shall, at the same time, hold office as managing agent in more 
than ten companies. 

( 2) Where a person holding office as managing agent in more 
than ten companies before that date fails to comply with sub -section 
(1 ) , the Central Government may permit him to hold office as 
managing agent with effect from that date in respect of such of those 
companies, not exceeding ten in number , as it may determine. 

(3) In calculating the number of companies of which a person 
may be a managing agent in pursuance of this section, the following 
companies shall be excluded , namely : 

( a ) a private company which is neither a subsidiary nor a 
holding company of a public company ; 

(1 ) 

(c ) an association which does not carry on business for 
profit , or which prohibits the payment of a dividend. 
(4 ) For the purposes of this section , each of the following 
persons shall also be deemed to hold office as managing agent of 
the company : 

(a ) where the managing agent of the company is a firm , 
every partner in the firm ; 


an unlimited company ; 
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(6) where the managing agent of the company is itself 
company , every person who is a director , the secretaries and 
treasurers or a manager , of the latter company, and every member 
thereof who is entitled to exercise not less than twenty per cent. 
of the total voting power therein . 

( 5) Any person who acts as a managing agent of more than ten 
companies in contravention of this section shall be punishable with 
fine which may extend to one thousand rupees in respect of each of 
those companies in excess of ten , for each day on which he so acts. 


Right to charge on assets 


333. Right of managing agent to charge on company s assets -A 
managing agent, whose office stands terminated under section 324 or 
332 shall be entitled to a charge on the assets of the company in 
respect of all moneys which are due to him from the company at the 
date of such termination , or which he may have to pay after that 
date in respect of any liability or obligation properly incurred by him 
on behalf of the company before such date , subject to all existing 
charges and encumbrances , if any , on such assets . 

Vacation of Office, Removal and Resignation 


334. Vacation of office on Insolvency, dissolution or winding up, 
etc .-- Subject to the provisions of section 340 , the managing agent of 
a company shall be deemed to have vacated his office as such 

(a ) in case the managing agent is an individual, if he is 
adjudged an insolvent; 

(6) in the same case , it the managing agent applies to be 
adjudicated an insolvent; 

(c) in case the managing agent is a firm , on its dissolution 
from any cause whatsoever , including the insolvency of a partner 
in the firm ; 

(d ) in case the managing agent is a body corporate, on the 
commencement of its winding up whether by or subject to the 
supervision of the Court, or voluntarily ; 

(e) in all cases, on the commencement of the winding up of 
the company managed by the managing agent, whether by or 
subject to the supervision of the Court or voluntarily. 

335. Suspension from office where receiver appointed .- (1) The 
managing agent of a company shall be deemed to have been suspended 
from his office as such , if a receiver is appointed for his property 

(a ) by a Court, or 

(6 ) by or on behalf of the creditors of the managing agent, 
including the holders of debentures issued by the managing agent, 
in pursuance of any power conferred by an instrument executed 
by the managing agent : 

Provided that the Court which appointed the receiver , or which 
will have jurisdiction to wind up the managed company, as the case 
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may be , may, by order, direct that the managing agent shall continue 
to act as such for such period and subject to such restrictions and 
conditions, if any , as may be specified in the order. 

(2) The Court may , at any time, cancel or vary any order passed 
by it under the proviso to sub -section (1 ) . 


336. Vacation of office on conviction in certain cases.- Subject to 
the provisions of sections 340 and 341, the managing agent of a 
company shall also be deemed to have vacated his office as such , if _ 

(a ) the managing agent ; 

(6 ) in case the managing agent is a firm , any partner in the 
firm ; or 

(c) in case the managing, agent is a body corporate , any 
director of, or any officer holding a general power of attorney 
from , such body corporate ; 


is convicted by a Court in India , after the commencement of this Act, 
of any offence , and sentenced therefor to imprisonment for a period 
of not less than six months. 


337. Removal for fraud or breach of trust. - A company in general 
meeting may , by ordinary resolution , remove its managing agent from 
office 

(i) for fraud or breach of trust in relation to the affairs of 
the company or of any subsidiary or holding company thereof, 
whether committed before or after the commencement of this 


Act ; 


(ii) for fraud or breach of trust , whether committed before 
or after such commencement, in relation to the affairs of any 
other body corporate, if a Court of Law , whether in or outside 
India , finds such fraud or breach of trust to have been duly 
established ; or 

( iii) subject to the provisions of sections 340 and 341, where 
the managing agent is a firm or body corporate, if any partner in 
the firm , or any director of , or any Officer holding a 
power of attorney from , the body corporate is guilty of any such 
fraud or breach of trust as is referred to in clause (i) . 


general 


338 . Removal for gross negligence or mismanagement. - A company 
in general meeting may , by special resolution , remove its managing 
agent from office for gross negligence in , or for gross mismanagement 
of, the affairs of the company or of any subsidiary thereof . 


339. Power to call meetings for the purposes of sections 337 and 338 
and procedure.- (1). Without prejudice to any other provision contain : 
ed in this Act or in the articles of the company for the calling of 
meetings, any two directors of the company may call a.general meeting 
of the company for the purpose of considering any resolution of the 
nature referred to in section 337 or 338 . 
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.12). On receipt of notice of any such resolution, a copy of the 
resolution shall be sent forth with to the managing agent by the 


company . 


(3) The managing agent shall have, in relation to any such 
resolution , all the rights which a director of the company has under 
section 284 in relation to any resolution for removing him from 
office , including , in particular, the right to make representations to 
the company in writing , to have such representations sent to members 
of the company and to have them read out at the meeting and also 
the right to be heard on the resolution at the meeting. 

340. Time when certain disqualifications will take effect.- (1) The 
disqualifications imposed by clause (a ) of section 334, by sub -section 
(1) of section 335, by section 336 , and by any resolution passed in 
pursuance of clause (ii) of section 337 , shall not take effect - 

(a ) for thirty days from the date of the order of adjudication , 
appointment of the receiver, sentence , or finding of the Court, 
as the case may be, or 


(6 ) where any appeal or petition is preferred within the 
thirty days aforesaid against the order, appointment, sentence or 
conviction resulting in the sentence , or finding , until the expiry 
of seven days from the date on which such appeal or petition is 
disposed of, or 

(c ) where within the seven days aforesaid , any further appeal 
or petition is preferred in respect of the order , appointment, 
sentence, conviction or finding, as the case may be , and the 
appeal or petition, if allowed , would result in the removal of the 
disqualification , or in making the resolution inapplicable, as the 
case may be , until such further appeal or petition is disposed of. 


( 2) In the cases referred to in sub -section (1) , the Board may 
suspend the managing agent from office immediately on , or at any 
time after , the adjudication , appointment, sentence or finding referred 
to in clause (a ) of that sub -section and until the disposal of the 
appeals and petitions, if any, referred to in clauses (6) and (c) thereof, 
or until the convicted partner , director or officer is expelled or 
dismissed in pursuance of section 341, as the case may be. 

341. Conviction not to operate as disqualification if convicted partner, 
director, etc., is expelled .- ( 1) In the cases referred to in clauses (6 ) 
and (c ) of section 336 , it shall be open to the managing agent, 
notwithstanding anything to the contrary in any other law 
agreement, for the time being in force, to expel or dismiss the 
convicted partner , director or officer, within thirty days from the 
date of his sentence; and in that event, the disqualifications imposed 
by the clauses aforesaid shall cease to apply . 


or 


in 


(2) , Sub -section (1) shall not affect the operation of section 346 
any case to which that section would otherwise apply . 
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342. Resignation of office by managing agent.— (1) Unless the 
managing agency agreement otherwise, provides, a managing agent 
may , by notice to the Board , resign his office with effect from such 
date as may be specified in the notice . 

(2) The managing agent shall cease to act as such with effect 
from the date so specified or from such later date , if any, as may be 
mutually agreed pn between him and the Board ; but his resignation 
shall not be effective until it is considered as provided in sub 
section (3 ) . 

( 3) When notice of resignation is given as aforesaid , the Board 
shall 

(a ) prepare a statement of the affairs of the company as at 
the date specified in the notice of resignation or such subsequent 
date (not being later than that on which the managing agent 
ceases to act as such under sub -section (2) ) as the directors may 
think suitable, together with a balance sheet made out as at that 
date , and a profit and loss account for the period subsequent 
to the date for which the last such account was prepared and 
laid before the company in general meeting, and ending on 
that date ; 

(6 ) obtain a report from the auditors of the company on 
such balance sheet and profit and loss account, in accordance 
with sections 227, 228 and 229 ; and 

(c) place the managing agent s resignation together with the 
statement of affairs, balance sheet, profit and loss account and 
auditors report mentioned above , before the company in general 
meeting . 

(4) In relation to any report made by the auditors as aforesaid , 
sections 230 , 231 , 232 and 233 shall apply in like manner as they 
apply in relation to the auditors report referred to therein . 

(5). The company in general meeting may, by resolution , accept 
the resignation or take such other action with reference thereto as 
it may deem fit. 

Transfers of, and Succession to , Office 
343. Transfer of office by managing agent. - A transfer of his office 
by the managing agent of a company shall not take effect unless it 
is approved both by the company in general meeting and by the 
Central Government. 

344. Managing agency not to be haritable after commencement of 
Act. - Any agreement made by a company other than 

a private 
company which is not a subsidiary of a public company, with its 
managing agent after the commencement of this Act shall be void 
in so far as it provides for succession to the office by inheritance or 
de vise . 

345. Succession to managing agency by inheritance or devise under 
agreement before commencement of Act, to be subject to 

Central 
Guvernment s approval.- ( 1) Where the office of the managing 
agent of a company is held by an individual at the commencement 
of this Act and the managing agency agreement provides for 
succession to the office by inheritance or devise , no 


person shall 
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succeed to the office on the death of the holder thereof, unless the 
succession of such person thereto is approved by the Central Government ; 
and that Government shall not accord such approval unless , in its 
opinion , such person is a fit and proper person to hold the office 
of managing agent of the company. 

(2 ) The provisions of sub -section (1) shall not apply, to a private 
company which is not a subsidiary of a public company . 


Changes in Constitution of Firms and Corporations 


346. Changes in constitution of managing agency firm or corporation 
to be approved by Central Government.- (1) Notwithstanding anything 
to the contrary contained in any other provision of this Act, where 
the managing agent of a public company, or of a private company 
which is a subsidiary of a public company, is a firm or body 
corporate and any change takes place in the constitution of the firm 
or body corporate , the managing agent shall cease to act as such on 
the expiry of six months from the date on which the change takes 
place or such further time as the CentralGovernment may (whether 
before or after the expiry of the six months) allow in that behali, 
unless the approval of the Central Government has been accorded before 
such expiry to the changed constitution of the firm or body corporate. 

Explanation . — For the purposes aforesaid , a change in the consti 
tution of a body corporate means 

(?) its conversion from a private to a public company , or from 
a public to a private company; 

(6 ) any change among the directors or managers of the 
corporation , whether caused by the death or retirement of a 
director or manager , the appointment of a new director or manager , 
or otherwise; 

(c ) any change in the ownership of shares in the body 
corporate or in the case of a body corporate not having a share 
capital, any change in its membership . 

(2) Where a managing agent is a body corporate (other than a 
private company ) the shares whereof are for the time being dealt in, 
or quoted on , a recognised stock exchange, no change in the ownership 
of the shares of the company shall be deemed to be a change in its 
constitution within the meaning and for the purposes of sub -section 
( 1), unless the Central Government , by notification in the Official 
Gazette , otherwise directs : 

Provided that no such notification shall be issued in respect of 
any company , unless the Central Government is of opinion that any 
change in the ownership of its shares has taken place or is likely to 
take place, which has affected or is likely to afiect prejudicially the 
affairs of any company which is being managed by the managing agent. 

347. Application of Schedule VIII to certain managiog ageats. 
(1) The provisions of Schedule VIII shall apply 

(a ) to every firm or private company which acts as the 
managing agent of any company , whether public or private; and 
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which acts as the 


(1) save as provided in sub-section (2), to every other body 
corporate (not being a private company) 
managing agent of any company, whether public or private. 

(2) A body corporate (not being a private company ) acting as 
managing agent shall , if and so long as its shares are dealt in , or 
quoted on , any recognised stock exchange ; be exempt from the operation 
of sub-section (1), unless the Central Government, by notification in 
the official Gazette , otherwise directs : 

Provided that the Central Government may , by order, modify or 
limit the operation of this sub- section in relation to any body corporate 
in such manner as that Government thinks fit. 

(3) If default is made by a managing agent to which Schedule VIII 
applies in complying with the provisions thereof, 

(a ) if the managing agent is a firm , every partner therein 
who is in default, and 

(6) if the managing agent is a body corporate , the body 
corporate , and every director or other officer thereof who is in 

default, 
shall be punishable with fine which may extend to fifty rupees for 
every day during which the default continues. 


Remuneration of managing agents 


348. Remuneration of managing agent ordinarily not to exceed 10 
per cent. of net profits . — Save as otherwise expressly provided in 
this Act, a company shall not pay to its managing agent, in respect 
of any financial year beginning at or after the commencement of this 
Act, by way of remuneration, whether in respect of his services as 
managing agent or in any other capacity , any sum in excess of ten 
per cent. of the net profits of the company for that financial year . 
349. Determination of net profits .- (1) In 

computing for the 
purpose of section 348 , the net profits of a company in any financial 
year 

• (a ) credit shall be given for the sumsspecified in sub -section 
(2) , and credit shall not be given ior those specified in sub 
section ( 3) ; and 

(b) the sums specified in sub- section (4 ) shall be deducted , 
and those specified in sub -section (5 ) shall not be deducted . 

(2) In making the computation aforesaid , credit shall be given 
for the following sums: 

bounties and subsidies received from any Government, or any 
public authority constituted or authorised in this behalf by any 
Government, unless and except in so far as the Central Government 
otherwise directs . 

(3) In making the computation aforesaid , credit shall not be 
given for the following sums: 

(a) profits , by way of premium , on shares or debentures of 
the company , which are issued or sold by the company ; 
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(b) profits on sales by the company of forfeited shares ; 

(c) profits from the sale of the undertaking or any of the 
undertakings of the company or of any part thereof ; 

(d ) profits from the sale of any immovable property or fixed 
assets of a capital nature comprised in the undertaking or any of 
the undertakings of the company , unless the business of the 
company consists, whether wholly or partly , of buying and 
selling any such property or assets . 


(4 ) In making the computation aforesaid , the following sums 
shall be deducted : 

( a) all the usual working charges ; 
(6 ) directors remuneration ; 

(c) bonus or commission paid or payable to any member of 
the company s staff , or to any engineer , technician or 

person 
employed or engaged by the company, whether on a whole-time 
or on a part-time basis ; 

(d ) any tax notified by the Central Government as being in 
the nature of a tax on excess or abnormal profits; 

(e) any, tax on business profits imposed for special reasons 
or in special circumstances and notified by the Central Government 
in this behalf ; 

( ) interest on debentures issued by the company ; 

(g) interest on mortgages executed by the company and on 
loans and advances secured by a charge on its fixed or floating 
assets ; 

(h ) interest on unsecured loans and advances; 

Ti) expenses on repairs, whether to immovable or to mov 
able property , provided the repairs are not of a capital nature ; 

( 7) outgoings; 
(k ) depreciation to the extent specified in section 350 ; 

(1) the loss (not including any loss of a capital nature) in 
curred in any year which begins at or after the commencement 
of this Act, in so far as it has not been taken into account in 
arriving at the net profits of that year or of any subsequent 
year preceding the year in respect of which the net profits have 
to be ascertained ; 

(m ) any compensation or damages to be paid in virtue of any 
legal liability , including a liability arising from a breach of 
contract; 

( 1) any sum paid by way of insurance against the risk of 
meeting any liability such as is referred to in clause (m ). 


(5 ) In making the computation aforesaid , the following sums 
shall not be deducted : 

(a ) the remuneration payable to the managing agent; 

(6) income tax and super-tax payable by the company under 
the Indian Income-tax Act , 1922 (XI of 1922), or any other tax 

23 
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on the income of the company not falling under clauses (d) and 
(e) of sub -section (4) ; 
that is to say , otherwise than in virtue of a liability such as s 

(2) any compensation , damages or payments made voluntarily, 
referred to in clause (m ) of sub -section (4 ) . 

350. Ascertainment of depreciation. — The amount of depreciation 
to be deducted in pursuance of clause (k) of sub-section (4) of 
section 349— 

(a) shall be the amount of normal depreciation allowable 
under the Indian Income-tax Act, 1922 (XI of 1922 ) for the 
financial year for which the net profits are to be computed ; 

(6) shall not include any special, initial or other depreciation 
or any development rebate , whether allowable under that Act 
or otherwise ; 

(c) shall not include any arrears of depreciation : 
Provided that arrears of depreciation may be taken into account 
in the first of the financial years referred to in section 348 , in so far 
as these arrears have not been taken into account in arriving at the 
net profits of any financial year or years preceding the first financial 
year aforesaid. 

351. Special provision where there is a profit-sharing arrangement 
between two or more companies. - Where there is an arrangeinent 
between two or more companies to share their profits, and not less 
than two of those companies have the same managing agent , any 
profits paid in pursuance of the arrangement by any of the 
companieshaving that managing agent to any other or others of them 
shall 

(a ) be excluded from the net profits of the company making 
such payment; and 

(6) be included in the net profits of the company receiving 
such payment, or where more than one company receives such 

yment, be included in the net profits of each of the receiving 
companies, to the extent of the payment received by it. 

352. Payment of additional remuneration. — Additional remuneration 
in excess of the limits specified in sections 198 and 348 may be paid 
to the managing agent it , and only if , such remuneration is sanctioned 
by a special resolution of the company and is approved by the 
Central Government as being in the public interest . 

353. Time of payment of remuneration . The remuneration pay . 
able to the managing agent for any financial year or part thereof 
shall not be paid to him , until the accounts of the company for such 
financial year have been audited and laid before the company in 
general meeting : 

Provided that the minimum remuneration , if any , payable in 
pursuance of section 198 may be paid to the managing agent in such 
suitable instalments as may be specified either in the articles of the 
company or in a resolution passed by the company at an annual 
general meeting or in the managing agency agreement executed by 


the company . 
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354. Managing agent not entitled to office allowance but entitled 
to be reimbursed in respect of expenses. — The managing agent shall 
not be paid any office allowance , but he may be reimbursed in respect 
of any expenses incurred by him on behalf of the company and 
sanctioned by the Board or by the company, in general meeting ; and 
nothing contained in sections 348 to 353 shall be deemed to prohibit 
his being so reimbursed . 

355. Saving . – Sections 348 to 354 shall not apply to a private 
company unless it is a subsidiary of a public company. 

Appointments as Selling and Buying Agents 
356. Appointment of managing agent or associate as selllog agent 
of goods produced by the company. (1) No managing agent and no 
associate of a managing agent, shall receive any commission or other 
remuneration from the company, in respect of sales of goods produced 
by the managed company, if the sales are made from the premises 
at which they are produced or from the head office of the managing 
agent or from any place in India . 

(2) For sales of any goods produced by the company which are 
effected from any place outside India not being a place specified in 
sub - section (1 ), the managing agent, or an associate of the managing 
agent, may be appointed as a selling agent subject to the following 
conditions, namely : 

(a ) that the managing agent or associate maintains an office 
at such place for his own business , that is to say , for a business 
9 not connected with that of the company; 

(6 ) that the remuneration payable in respect of the work 
done as selling agent by the managing agent or associate is in 
accordance with the terms of a special resolution passed by the 
company in that behalf; and 

(c) that no other sums are payable by the company to the 
managing agent or associate whether by way of expenses or 
otherwise . 

(3) Any appointment made in pursuance of sub -section (2) shall 
not be made for a term exceeding five years but may be renewed from 
time to time for a term not exceeding five years on each occasion : 

Provided that such renewal shall not be effected earlier than one 
year from the date on which it is to come into force . 

(4 ). The special resolution referred to in clause (6) of sub -section 
(2) shall set out the material terms subject to which the appointment 
of selling agent is made. 

(5) Every appointment made under sub -section (2) and all parti 
culars relating thereto shall be entered in a register maintained by the 
company for the purpose. 

357. Application of section 356 to case where business of company 
consists of the supply or rendering of any services. - Where and in so far 
as the business of a company consists in the supply or rendering of 
any services , the provisions of section 356 shall apply in respect 
of any such business procured for the company by its managing 
agent or any associate of its managing agent from any place outside 
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India , in like manner as those provisions apply in respect of sales of any 
goods produced by a company which are effected from that place." 

358. Appointment of managing agent or associato as buying agent 
for company.- (1). No managing agent, and no associate of a managing 
agent, shall receive any payment whatever, from the company except 
expenses, if any , sanctioned under section 354 in respect of purchases 
of goods made on its behalf either in India , or in cases to which 
sub -section (2) does not apply , outside India. 

(2) Where purchases of goods are made on behalf of a company 
by its managing agent or any associate of its managing agent, at any 
place outside India , then , it the managing agent or associate maintains 
an office at such place not only for such purchase but also for his 
own business, that is to say , for a business not connected with that 
of the company, hemay receive, at the option of the company , either 

(a) such part of the expenses of such office as may reasonably 
be attributed to the purchases made on behalf of the company 
as aforesaid ; or 

(6 ) remuneration , by way of commission or otherwise, in 
respect of the work done by the managing agent or associate in 
making such purchases. 

(3) in cases to which clause (a ) of sub -section (2) applies, the 
maxinum amount which may be paid to the managing agent shall 
be specified in a special resolution passed by the company ; and in 
cases to which clause (6) of that sub -section applies, the remuneration 
payable to the managing agent or associate shall be in accordance 
with the terms of a special resolution , passed by the company in that 
behalf. 

(4 ) The special resolution referred to in sub -section (3 ) shall set 
out in sufficient detail the nature of the office maintained by the 
managing agent or associate outside India, the purposes for which it 
is maintained , the scale of its operations , the expenses incurred in 
maintaining the office, and the proportion of those expenses which 
may be reasonably attributed to the work done on behalf of the 
company . 

(5) The special resolution shall not remain in force for a term 
exceeding three years but may be renewed from time to time for a 
term not exceeding three years on each occasion : 

Provided that no renewal shall take place earlier than one year 
from the date on which it is to come into force . 

(6) Every resolution passed in pursuance of this section shall be 
entered in a register maintained by the company for the purpose . 

359. Commission , etc., of managing agent as buying or selling agent 
of other concerns.- (1). A company in general meeting may, by 
resolution , authorise its managing agent or any associate 

of its 
managing agent to retain any commission or other remuneration 
earned or to be earned by such agent or associate as 
agent, secretaries and treasurers, manager , agent, secretary or selling 

the managing 
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or buying agent of any firm , body corporate or other concern in 
respect of any goods, power, freight, repairs or other services, for 
the sale , purchase , supply or rendering of which a contract has been , 
or is to be, entered into by such firm , body or concern with the 
company , provided the prices or amounts charged to or received by 
the company are at rates which are not less favourable to the 
company than the market rates or which are otherwise reasonable . 

(2) Every contract so entered into and all particulars relating 
there to shall be entered in a separate register maintained by the 
company for the purpose . 

360. Contracts between managing agent or associate and company 
for the sale or purchase of goods or the supply of services, etc.- (1) 
A company may , by special resolution , approve of any contract 
being entered into with its managing agent or an associate of its 
managing agent, 

(a) for the sale , purchase or supply of any property, 
movable or immovable , or for the supply or rendering of any 
service other than that of managing agent; or 

( ) for the underwriting of any shares or debentures to be 
issued or sold by the company . 
(2) The special resolution aforesaid shall 

(a ) set out the material terms of the contract proposed to 
be entered into ; and 

(6 ) provide specifically that for any property supplied or 
sold, or any services supplied or rendered , by the company, the 
managing agent or associate shall make payment to the company 
within one month from the date of the supply or sale of the 
goods, or the supply or rendering of the service , as the case 


may be . 


(3) Every such contract and all particulars relating there to shall 
be entered in a separate register maintained by the company for the 
purpose . 

(4 ) Nothing contained in clause (a) of sub -section (1) shall 
affect any contract or contracts for the sale, purchase or supply of 
any property or services in which either the company or the 
managing agent or associate , as the case may be , regularly trades or 
does business, provided that the value of such property and the cost 
of such services do not exceed five thousand rupees in the aggregate 
in any calendar year comprised in the period of the contract or 
contracts . 

361. Existing contracts relating to matters dealt with in sections 
356 to 360 to terminate on 1st March , 1958. - All contracts in force at 
the commencement of this Act , to which a company or the 
managing agent or an associate of the managing agent of a company 
is 

a party , shall, in so far as the contracts relate to any of the 
matters referred to in sections 356 to 360, be deemed to terminate on 
the first day of March , 1958, unless they terminate on an earlier date . 

362. Registers to be open to inspection . The registers referred 
to in sections 356 to 360 shall be open to inspection , and extracts 
may be taken therefrom and copies thereof may be required, by 
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ány member of the company , in the same 

manner , to the same 
extent and on payment of the same fees, as in the case of the register 
of members of the company . 

363. Remuneration received in contravention of foregoing sections 
to be held in trust for company. - Where the managing agent of a 

the managing agent, receives any suin 
company , or an associate of 

or indirectly , by way of 
from the company , whether directly 
remuneration , rebate, commission , expenses or otherwise , - 

(ci) in the case of a public company or a private company 
which is a subsidiary of a public company, in contravention of 
sections. 348 to 354 and sections 356 to 361; or 
(6 ) in the case of a private company 

which is not a 
subsidiary of a public company , in contravention of sections 

356 to 361 ; 
themanaging agent or associate shall account to the company for such 
sum as if he held it in trust for the company . 


or 


Assignment of, or charge on , remuneration 
364. Company not to be bound by assignment of, or ch irge on , 
managing agent s remuneration . — Any assignment of , 

charge on , 
his remuneration , or any part thereof, effected by a managing agent 
shall be void as against the company. 

This section shall not affect the rights inter se of the managing 
agent and any person other than the company . 


Compensation for termination of Office 
365. Prohibition of payment of compensation for loss of office 
in certain cases. — A company shall not pay or be liable to pay to its 
managing agent any compensation for the loss of his office in the 
following cases : 

(a ) where the managing agent resigns his office in view of 
the reconstruction of the company or of its amalgamation with 
any other body corporate or bodies corporate and is appointed as 
the managing agent, secretaries and treasurers, manager or other 
officer of the recostructed company or of the body corporate 
resulting from the amalgamation ; 

(6) where the managing agent resigns his office, otherwise 
than on the reconstruction of the company or its amalgamation 
as aforesaid ; 

(c) where the managing , agent vacates his office in pursuance 
of section 324, 330 or 332; 

(d ) where the managing agent is deemed to have vacated his 
office in pursuance of clause (a), (b), (c) or (d) of section 334 
or of section 336 ; 

(e) where the managing agent is deemed to have vacated his 
office in pursuance of clause (e) of section 334 , provided the 
winding up of the company was due to the negligence or default 
of the managing agent ; 
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(1) where the managing agent is deemed to have been sus 
pended, or is suspended , from his office in pursuance of section 
335 or sub -section (2) of section 340 ; 

(g ) where the managing agent is removed irom office by a 
resolution in pursuance of section 337 or 338 ; and 

(n ) where the managing agent has instigated , or has taken 
part in bringing about, the termination of his office. 

366. Limit of compensation for loss of office. The compensation 
which may be paid by a company to its managing agent for loss of 
office shall not exceed the remuneration which he would have earned 
if he had been in office for the unexpired residue of his term , or for 
three years , whichever is shorter , calculated on the basis of the 
average remuneration actually earned by him during a period of three 
years immediately preceding the date on which his office ceased or 
was terminated , where he held the office for a lesser period than 
three years, during such period : 

Provided that in the event of the winding up of the company 
commencing, whether before, or at any time within twelve months 
after, the date of the cessation or termination of the office of 
managing agent, no compensation shall be payable to him if the 
assets of the company on the winding up, after deduction of the 
expenses thereof, are not sufficient to repay the share capital 
(including the premiums, if any ,) contributed by the members of the 
company. 
Other rights and liabilities not affected on termination of office 

367. Managing agent s rights and liabilities after termination of 
office . — Where the office of a managing agent ceases or is terminated 

(a ) the managing agent and the company shall be entitled to 
enforce any claim or demand which each may have against the 
other , in respect of anything done or omitted to be done by 
either of them before the cessation or termination of the managing 
agency ; and 

(6 ) the rights and liabilities , in relation to the company , of 
the managing agent in any other capacity , shall not be affected . 

Restrictions 012 powers 
368. Managing agent to be subject to control of Board and to 
restrietions in Schedule VII. — The managing agent of a company , 
whether appointed before or after the commencement of this Act, 
shall exercise his powers subject to the superintendence , control and 
direction of its Board of directors and subject also to the provisions 
of the memorandum and articles of the company and to the restrictions 
contained in Schedule VII . 

369. Loans to managing agent. - No public company , and no 
private company which is a subsidiary of a public company, shall 
make any loan to , or give any guarantee or provide any security in 
connection with a loan made by any other person to , or to any other 
person by , 

( a ) its managing agent or any associate of its managing 
agent ; or 
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(6) any body corporate in respect of which the Central 
Government, by order, declares that it is satisfied that the Board 
of directors, managing director, managing agent, secretaries and 
treasurers or manager thereof is accustomed to act in accordance 
with the directions or instructions of the managing agent or 
associate of the managing agent, notwithstanding that the body 
corporate may not itself be an associate of the managing agent, 

(2) Nothing contained in sub -section (1) or in section 295 shall 
apply to any credit given by the company to its managing agent for 
the purpose of facilitating the company s business and held by such 
agent in his own name in one or more current accounts , subject to 
limits previously approved by the directors of the company and on 
no account exceeding twenty thousand rupees in the aggregate. 

370. Loans etc., to companies under the same management.- (1) 
No company , (hereinafter in this section referred to as " the lending 
company ” ) shall 

(a ) make any loan to , or 

(6) give any guarantee , or provide any security , in connec 
tion with a loan made by any other person to , or to any other 

person by, 
any body corporate which is under the same management as the 
lending company , unless the making of such loan , the giving of such 
guarantee or the provision of such security has been previously 
authorised by a special resolution of the lending company. 

Explanation . For the purposes of this sub- section, two bodies 
corporate shall be deemed to be under the same management, 
(i) if the managing agent, 

secretaries and treasurers , 
managing director or manager of the one body , or where such 
managing agent or secretaries and treasurers are a firm , ony . 
partner in the firm , or where such managing agent or secretaries 
and treasurers are a private company, any diretor of such 
company , is 

(a) the managing agent, secretaries and treasurers, managing 
director or manager of the other body ; or 

(6) a partner in the firm acting as managing agent or 
secretaries and treasurers of the other body ; or 

(c) a director of the private company acting as managing 
agent or secretaries and treasurers of the other body ; or 

(ii) if a majority of the directors of the one body constitute, 
or at any time within the six months immediately preceding 
constituted , a majority of the directors of the other body . 

(2) Nothing contained in sub-section (1) shall apply to any loan 
made, guarantee given or security provided 

(a) by a holding company to its subsidiary ; or 

(6)} (by- ithe managing agent or secretaries and treasurers to 
any company under his or their management. 
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371. Penalty for contravention of section 369 or 370.- ( 1) Every 
person who is a party to any contravention of section 369 or 370 , 
including in particular any person to whom the loan is made , or in 
whose interest the guarantee is given or the security is provided , 
shall be punishable with fine which may extend to five thousand 
rupees or with simple imprisonment for a term which may extend to 
six months : 

Provided that where any such loan , or any loan in connection 
with which any such guarantee or security has been given , or 
provided by the lending company , has been repaid in full, no 
punishment by way of imprisonment shall be imposed under this 
sub -section ; and where the loan has been repaid in part, the maximum 
punishment which may be imposed under this sub -section by way of 
imprisonment shall be proportionately reduced . 

(2 ) All persons who are knowingly parties to any such 
contravention shall be liable, jointly and severally, to the lending 
company for the repayment of the loan , or for making good the 
sum which the lending company may have been called upon to pay 
in virtue of the guarantee given or the security provided by such 
company. 


372. Purchase by company of shares, etc., of other companies in 
same group.- ( 1) A company (hereinafter in this section and section 
373 referred to as " the investing company" ) shall not be entitled . 
to subscribe for , or purchase, the shares or debentures of any body 
corporate beloniging to the same group as the investing company , 
except to the extent and cxcept in accordance with the restrictions 
and conditions specified in this section . 

(2 ) The Board of directors of the investing company shall be 
entitled to invest in any shares or debentures of any other body 
corporate in the same group up to ten per cent. of the subscribed 
capital of such other body corporate : 


Provided that the aggregate of the investments so made by the 
Board in all other bodies corporate in the same group shall not exceed 
twenty per cent. of the subscribed capital of the investing company . 


( 3) The investing company shall not make any investment in the 
shares or debentures of any other body corporate in the same group , 
in excess of the limits specified in sub-section (2) - and the proviso 
thereto , unless the investment is sanctioned by a resolution of the 
investing company and unless further it is approved by the Central 
Government. 

(4 ) No investment shall be made by the Board of directors of a 
company in pursuance of sub -section (2), unless it is sanctioned by a 
resolution passed at a meeting of the Board with the consent of all 
the directors present at the meeting, except those not entitled to vote 
thereon , and unless further notice of the resolution to be moved at 
the meeting has been given to every director in the manner specified 
in section 286 . 
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(5! Every company shall keep a register of all investments made 
by it in shares and debentures of bodies corporate in the same group, 
showing , in respect of each investment, the following particulars: 

(a) the name of the body corporate in which the investment 
is made ; 

(6), the date on which the investment is made; and 

(c) the fiature and extent of the investment. 
(6) Particulars of every investment to which sub -section (5) 
applies shall, within three days of the making thereof, be entered 
in the register aforesaid . 

(3) If default is made in complying with the provisions of 
sub -section (5) or (6 ), the company, and every officer of the company 
who is in default, shall be punishable with fine which may extend 
to five hundred rupees . 

(8 ) The register aforesaid shall be kept at the registered office 
of the company , and shall be open to inspection at such office ; and 
extracts may be taken therefrom and copies thereof may be required , 
by any member of the company to the same extent, in the same 
manner , and on payment of the same fees as in the case of the 
register of members of the company; and the provisions of section 
163 shall apply accordingly . 

(9) Every company shall annex to each balance sheet prepared 
. by it after the commencement of this Act, a list of the bodies 

corporate in the same group in the shares or debentures of which 
investments have been made by it, and the nature and extent of the 
investments so made in each such body corporate . 

(10) For the purposes of this section , a body corporate shall 
be deemed to be in the same group as the investing company 

(a ) if the body corporate is the managing agent of the 
investing company ; or 

(6) if the body corporate and the investing company should , 
in virtue of the Explanation to sub -section (1) of section 370, 
be deemed to be under the same management. 

(11) The provisions of this section (except sub - section (9) shall 
apply to an investment company , that is to say , to a company whose 
principal business is the acquisition of shares, stock , debentures or 
other securities. 
(12) This section shall not apply 

(a) to any banking or insurance company; 

(b) to a private company , unless it is a subsidiary of a public 
company ; 

(c) to investments by a holding company in its subsidiarys or 

(d ) to investments by a managing agent or secretaries and 
treasurers in a company managed by him or them . 
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373. Investments made before commencement of Act. — Where any 
investments have been made by a company at any time after the 
first day of April, 1952 , which , if section 372 had been then in 
force, could not have been made except on the authority of a resolu 
tion passed by the investing company, and the approval of thc 
Central Government, the authority of the company by means of a 
resolution and the approval of the Central Government shall be 
obtained to such investments, within six months from the cominence 
ment of this Act ; and if such authority and approval are not so 
obtained , the Board of directors of the company shall dispose of the 
investments , in so far as they may be in excess of the limits specified 
in sub -section (2) of section 372 and the proviso to that sub -section , 
within two years from the commencement of this Act. 


374. Penalty for contravention of section 372 or 373. - 11 default is 
made in complying with the provisions of section 372 or 373, every 
officer of the company who is in default shall be punishable with 
fine which may extend to five thousand rupees . 


375. Managing agent not to engage in business competing with 
business of managed company.- ( 1) A managing agent shall not engage 
on his own account in any business which is of the same nature as, 
and directly competes with , the business carried on by a company of 
which he is the managing agent or by a subsidiary of such company , 
unless such company by special resolution permits him to do so . 


(2 ) For the purposes of sub -section (1 ), a managing agent shall 
be deemed to be engaged in business on his own account, it such 
business is carried on by 

(a ) a firm in which he is a partner ; or 

(b) a private company at any general meeting of which not 
less than twenty per cent. of the total voting power may be 
exercised or controlled by any of the following persons, or by 
any two or more of them acting together, namely , (i) the managing 
agent aforesaid ; (ii) where such managing agent is a firm , any 
partner in the firm ; and (ii) where such managing agent is a 
body corporate , any officer of the body corporate ; 


(c) a body corporate (not being a private company) at any 
general meeting of which not less than seventy per cent. of the 
total voting power may be exercised or controlled by any of the 
following persons , or by any two or more of them acting together, 
namely , (i) the managing agent aforesaid; (ii) where such managing 
agent is a firm , any partner in the firm ; and (iit) where such 
managing agent is a body corporate, any officer of such body 
corporate . 


(3) If a managing agent engages in any business in contravention 
of this section , he shall be deemed to have received all profits and 
benefits accruing to him from such business, in trust for the 
company under his management or the subsidiary of such company , 
as the case may be ; and where such profits and benefits are deemed 
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to have been so received by the managing agent in trust for two 
or more such companies or subsidiaries, such profits and benefits 
shall be held by the managing agent in trust for each of them in 
such proportions as may be agreed upon between them or , failing 
such agreement, as may be decided by the Court. 


com 


376. Condition prohibiting reconstruction or amalgamation of com 
pany except on continuance of managing agent etc. to be void .- Where 
any provision in the memorandum or articles of a company , or in 
any resolution passed in general meeting by, or by the Board of 
directors of, the company, or in an agreement between the 
pany and its managing agent or any other person, whether made 
before or after the commencement of this Act , prohibits the re 
construction of the company or its amalgamation with any other body 
corporate or bodies corporate , either absolutely or except on the 
condition that the managing director , managing agent, secretaries 
and treasurers, or manager of the company is appointed or 
appointed as secretaries and treasurers, managing director, managing 
agent, or manager of the reconstructed company or of the body 
resulting from amalgamation , as the case may be, shall become void 
with effect from the commencement of this Act, or be void , as the 
case may be. 
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377. Restrictions on right of managing agent to appoint directors. 
(1) The managing agent of a company may , if so authorised by 
its articles , appoint not more than two directors where the total 
number of the directors exceeds five , and one director where the 
total number does not exceed five. 


(2 ) The managing agent may , at any time, remove any director 
so appointed , and appoint another director in his place or in the 
place of a director so appointed who resigns or otherwise vacates 
his office . 


(3 ) Any provision contained in the articles of , or in any agreement 
with , the company , authorising the managing agent to appoint more 
than the number of directors authorised under sub -section ( 1), which 
is in force immediately before the commencement of this Act, shall, 
in regard to the excess, be void , with effect from the expiry of 
one month from such commencement. 


(4) Where at the commencement of this Act, the number of 
directors appointed by the managing agent exceeds the number 
authorised under sub - section (1), the managing agent shall determine 
which of them shall continue to hold office , and intimate the choice 
made by him to the company before the expiry of one month from 
such commencement; and only the director or directors so chosen 
shall continue to hold office as directors after such expiry . 

(5) If no choice is made by the managing agent as aforesaid,all 
the directors appointed by him shall, with effect from the expiry of 
one month from the commencement of this Aet , be deemed to have 
vacated their offices. 


CHAPTER IV 


A. SECRETARIES AND TREASURERS 


378. Appointment of secretaries and treasurers . — Subject to the 
provisions of this Chapter , a company may appoint a firm or body 
corporate as its secretaries and treasurers : 


Provided that no company shall, at the same time, have both 
a managing agent and secretaries and treasurers. 


379. Provisions applicable to managing agents to apply to secretarles 
and treasurers with the exceptions and modifications specified in sections 
380 to 383. – Subject to the exceptions and modifications specified in 
sections 380 to 383, 


(a ) all the provisions of this Act applicable to, or in 
relation to , a managing agent which is a firm or body corporate 
shall, apply to secretaries and treasurers ; and 

(6) all the provisions of this Act applicable to, or in 
relation to , any person or persons connected or associated in any 
manner with such a managing agent shall apply to , or in relation 
to , any person or persons connected or associated with secretaries 
and treasurers in the like manner ; and 


subject as aforesaid , all references in this Act to a managing agent 
or any person or persons connected or associated in any manner 
with a managing agent shall be construed accordingly, as including 
a reference to secretaries and treasurers or to the person or persons 
connected or associated with them in the like manner . 


380. Sections 324, 330 and 332 not to apply . - Sections 324 , 330 
and 332 shall not apply to secretaries and treasurers. 

381. Section 848 to apply subject to a modification . - Section 348 
shall apply to secretaries and treasurers subject to the modification 
that for the words " ten per cent. of the net annual profits " occurring 
in the section , the words " seven and a half per cent of the net 
annual profits " shall be substituted. 
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382. Secretaries and treasurers not to appoint directors .- Secretaries 
and treasurers shall have no right to appoint any director of the 

not apply to , or in 
company ; and sections 377 and 261 shall 
relation to , secretaries and treasurers , or persons connected or 
associated with them in the manner in which the persons specified in 
section 261 are connected or associated with managing agents . 


383. Secretaries and treasurers not to sell goods or articles produced 
by company, etc., unless authorised by Board.--Secretaries and treasurers 
shall have no right, unless, and except to the extent to which , 
they are authorised by the Board of directors, to sell any goods 
or articles manufactured or produced by the company , or to purchase , 
obtain , or acquire machinery , stores, goods or materials for the 
purposes of the company , or to sell the same when no longer 
required for those purposes . 


B. MANAGERS 


384. Firm or body corporate not to be appointed manager.— No 
public company , and no private company which is a subsidiary of 
a public company, shall, after the commencement of this Act, 
appoint or employ , or after the expiry of six months from such 
commencement, continue the appointment or employment of, any 
firm , body corporate or association as its manager . 


385. Certain persons not to be appointed managers .- (1) No company 
shall , after the commencement of this Act, appoint or employ, or 
continue the appointment or employment of, any person as its 
manager who 


(a ) is an undischarged insolvent, or has at any time within 
the preceding five years been adjudged an insolvent; or 


( ) suspends, or has at any time within the preceding five 
years suspended , payment to his creditors; or makes, or has at 
any time within the preceding five years made, acomposition with 
them ; or 


(c) is, or has at any time within the preceding five years 
been , convicted by a Court in India of an offence involving moral 
turpitude. 


(2) The Central Government may , by notification in the Official 
Gazette , remove the disqualification incurred by any person in virtue 
of clause (a), (6), or (c) of sub-section (1), either generally or in 
relation to any company or companies specified in the notification. 
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386. Number of companies of which a person may be appointed 
manager.- ( 1) No company shall, after the commencement of this Act, 
appoint or employ any person as manager, if he is either the manager 
or the managing director of any other company , except as provided 
in sub -section (2 ) . 


(2 ) A company may appoint or employ a person as its inanager , 
if he is the manager or managing director of one, and not more than 
one, other company : 


Provided that such appointment or employment is made or approved 
by a resolution passed at a meeting of the Board with the consent of 
all the directors present at the meeting , and of which meeting and 
of the resolution to be moved thereat, specific notice has been given 
to all the directors then in India . 


(3) Where, at the commencement of this Act, any person is 
holding the office either of manager or of managing director in more 
than two companies, he shall, within one year from the commencement 
of this Act, choose not more than two of those companies as com 
panies in which he wishes to continue to hold the office of manager 
or managing director , as the case may be ; and the provisions of 
clauses (6 ) and (c) of sub - section (1) and of sub -sections (2 ) and (3) 
of section 276 shall apply mulatis mutandis in relation to this case, 
as those provisions apply in relation to the case of a director . 


(4) Notwithstanding anything contained in sub -sections (1) to (3), 
the Central Government may , by order , permit any person to be 
appointed as a manager of more than two companies , if the Central 
Government is satisfied that it is necessary that the companies should , 
for their proper working , function as a single unit and have a common 
manager . 


(5) This section shall not apply to a private company , unless it 
is a subsidiary of a public company . 


387. Remuneration of manager. — The manager of a company may , 
subject to the provisions of section 198 , receive remuneration either 
by way of a monthly payment, or by way of a specified percentage , 
not exceeding five , of the “ net profits” of the company calculated in 
the manner laid down in sections 349, 350, and 351, or partly by the 
one way and partly by the other . 


388. Application of sections 310, 311, 312 and 317 to managers. 
The provisions of sections 310 , 311 and 317 shall apply in relation to 
the manager of a company as they apply in relation to a managing 
director thereof, and those of section 312 shall apply in relation to 
the manager of a company , as they apply to a director thereof. 


CHAPTER V 


ARBITRATION , COMPROMISES, ARRANGEMENTS AND RECONSTRUCTIONS 


389. Power for companies to refer matters to arbitration.— (1) A 
company may, by written agreement, refer to arbitration , in accorda 
ance with the Arbitration Act, 1940 (X of 1940), an existing or future 
difference between itself and any other company or person . 


(2) A company which is a party to an arbitration may delegate to 
the arbitrator power to settle any terms or to determine any matter , 
capable of being lawfully settled or determined by the company 
itself, or by its Board of directors, managing director, managing agent, 
secretaries and treasurers , or manager. 

(3) The provisions of the Arbitration Act, 1940 (X of 1940 ), shall 
apply to all arbitrations in pursuance of this Act to which 

a company 
is a party . 

390. Interpretation of sections 391 and 393. - In sections 391 
and 393 , 


(a) the expression " company " means any company liable to 
be wound up under this Act ; 


(6) the expression " arrangement" includes a reorganization 
of the share capital of the company by the consolidation of shares 
of different classes, or by the division of shares into shares of 
different classes or, by both those methods; and 

(c) unsecured creditors who may have filed suits or obtained 
decrees shall be deemed to be the same class as other unsecured 
creditors . 


391. Power to compromise or make arrangements with creditors and 
members.— (1) Where a compromise or arrangement is proposed 

(a ) between a company and its creditors or any class of them : 


or 


(b) between a company and its members or any class of them ; 
the Court may , on the application of the company or of any creditor 
or member of the company , or , in the case of a company which is 
being wound up, of the liquidator, order a meeting of the creditors 
or class of creditors, or of the members or class of members, as the 
case may be, to be called, held and conducted in such manner as 
the Court directs . 
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(2) If a majority in number representing three - fourtha in valuc 
of the creditors , or class of creditors , or members , or class o 
members , as the case may be present and voting either in person or, 
where proxies are allowed , by proxy, at the meeting , agree to any 
compromise or arrangement, the compromise or arrangement shall, it 
Sanctioned by the Court, be binding on all the creditors, all the 
creditors of the class, all the members, or all the members of the 
class, as the case may be, and also on the company , or, in the case 
of a company which is being wound up, on the liquidator and 
contributories of the company . 


(3) An order made by the Court under sub -section (2) shall have 
no effect until a certified copy of the order has been filed with the 
Registrar. 


(4) A copy of every such order shall be annexed to every copy 
of the memorandum of the company issued after the certified copy oi 
the order has been filed as aforesaid , or in the case of a company 
not having a memorandum , to every copy so issued of the instrument 
constituting or defining the constitution of the company . 


(5) It default is made in complying with sub -section (4 ), the 
company, and every officer of the company who is in default, shall 
be punishable with fine which may extend to ten rupees for each 
copy in respect of which default is made. 


, (6 ) The Court may , at any time after an application has been 
made to it under this section , stay the commencement or continuation 
of any suit or proceeding against the company on such terms as the 
Court thinks fit , until the application is finally disposed of. 


(7), An appeal shall lie from any order made by a Court exercising 
original jurisdiction under this section to the Court empowered to hear 
appeals from the decisions of that Court, or ii more than one Court is 
so empowered, to the Court of inferior jurisdiction . 

The provisions of sub -sections (3 ) to (6) shall apply in relation 
to the appellate order and the appeal as they apply in relation to 
the original order and the application . 


392. Power of High Court to enforce compromises and arrangements. 
(1 ) Where a High Court makes an order under section 391 sanction 
ing a compromise or an arrangement in respect of a company , it 


(a) shall have power to supervise the carrying out of the 
compromise or arrangement; and 


(6 ) may , at the time of making such order or at any time. 
thereafter , give such directions in regard to any matter or make 
such modifications in the compromise or arrangement as it may 
consider necessary for the proper working of the compromise or 
arrangement. 
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(2) If the Court aforesaid is satisfied that a compromise or 
arrangement Sanctioned under section 391 

cannot be worked 
satisfactorily with or without modifications, it may, either on its 
own motion or on the application of any person interested in the 
affairs of the company , make an order winding up the company , and 
such an order shall be deemed to be an order made under section 433 
of this Act. 

(3) The provisions of this section shall, so far as may be, also 
apply to a company in respect of which an order has been made 
before the commencement of this Act under section 153 of the Indian 
Companies Act, 1913 (VII of 1913), sanctioning a compromise or an 
arrangement. 

393. Information as to compromises or arrangements with creditors 
and members.- (1) Where a meeting , of creditors or any class of 
creditors, or of members or any class of members, is called under 
section 391, 


(a) with every notice calling the meeting which is sent to a 
creditor or member , there shall be sent also a statement setting forth 
the terms of the compromise or arrangement and explaining its effect; 
and in particular , stating any material interests of the directors, 
managing director , managing agent, secretaries and treasurers or 
manager of the company, whether in their capacity as such or as 
members or creditors of the company or otherwise , and the effect on 
those interests , of the compromise or arrangement , it, and in so far 
as, it is different from the effect on the like interests of other 


persons; and 


(6) in every notice calling the meeting which is given by 
advertisement, there shall be included either such a statement as 
aforesaid or a notification of the place at which and the manner in 
which creditors or members entitled to attend the meeting may obtain 
copies of such a statement as aforesaid . 

(2) Where the compromise or arrangement affects the rights of 
debenture holders of the company, the said statement shall give the 
like information and explanation as respects the trustees of any deed 
for securing the issue of the debentures as it is required to give as 
respects the company s directors . 


(3 ) Where a notice given by advertisement includes a notification 
that copies of a statement setting forth the terms of the compromise 
or arrangement proposed and explaining its effect can be obtained by 
creditors or members entitled to attend the meeting , every creditor 
or member so entitled shall, on making an application in the manner 
indicated by the notice , be furnished by the company , free of charge, 
with a copy of the statement. 


any of the 


(4) Where default is made in complying with 
requirements of this section , the company, and every officer of the 
company who is in default , shall be punishable with fine which may 
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extend to five thousand rupees; and for the purpose of this sub -section 
any liquidator of the company and any trustee of a deed for securing 
the issue of debentures of the company shall be deemed to be an 
officer of the company : 


Provided that a person shall not be punishable under this sub 
section if he shows that the default was due to the refusal of any 
other person , being a director, managing director , managing agent, 
secretaries and treasurers, manager or trustee for debenture holders , 
to supply the necessary particulars as to his material interests. 


(5) Every director , managing director , managing agent, secretaries 
and treasurers or manager of the coin pany, and every trustee for 
debenture holders of the company, shall give notice to the company 
of such mattors relating to himself as may be necessary for the 
purposes of this section ; and it he fails to do so , he shall be 
punishable with fine which may extend to five hundred rupees . 


394. Provisions for facilitating reconstruction and amalgamation of 
companies.- ( 1) . Where an application is made to the Court under 
section 391 for the sanctioning of a compromise or arrangement 
proposed between a company and any such persons as are mentioned 
in that section , and it is shown to the Court 


(a ) that the compromise or arrangement has been proposed 
for the purposes of, or in connection with , a scheme for the 
reconstruction of any company or companies , or the amalgamation 
of any two or more companies ; and 


(6 ) that under the scheme the whole or any part of the 
undertaking , property or liabilities of any company coucerned 
in the scheme (in this section referred to as a " transferor 
company ) is to be transferred to another company (in this section 

referred to as " the transferee company ) ; 
the Court may , either by the order sanctioning the compromise or 
arrangement or by a subsequent order , make provision for all or any 
of the following matters : - 

( i ) the transfer to the transferee company of the whole or 
any part of the undertaking , property or liabilities of any 
transferor company ; 

( ii ) the allotment or appropriation by the transferee com 
pany of any shares , debentures , policies, or other like interests 
in that company which , under the compromise or arrangement, 
are to be allotted or appropriated by that company to or for 
any person ; 

( iii ) the continuation by or against the transferee company 

any legal proceedings pending by or against any transferor 
company ; 


of 
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(iv ) the dissolution , without winding up, of any transferor 
company ; 


(v ) the provision to be made for any persons who, within 
such time and in such manner 

as the Court directs , dissent from 
the compromise or arrangement; and 

(vi) such incidental, consequential and supplemental matters 
as are necessary to secure that the reconstruction or amalgamation 
shall be fully and effectively carried out: 

(2) where an order under this section provides for the transfer 
of any property or liabilities , then , by virtue of the order , that 
property shall be transferred to and vest in , and those liabilities shall 
be transferred to and become the liabilities of, the transferee 
company; and in the case of any property , if the order so directs, 
freed from any charge which is, by virtue of the compromise or 
arrangement , to cease to have effect. 


(3) Within fourteen days after the making of an order under this 
section , every company in relation to which the order is made shall 
cause a certified copy thereof to be filed with the Registrar for 
registration . 


If default is made in complying with this sub-section , the com 
pany , and every officer of the company who is in default , shall he 
punishable with fine which may extend to fifty rupees. 


(4 ) In this section 

(a) " property " includes property , rights and powers of 
every description ; and " liabilities includes duties of every 
description ; and 


(6) " transferee company 

does not include any company 
other than a company within the meaning of this Act ; but 
" transferor company " includes any body corporate , whether a 
company within the meaning of this Act or not. 


395. Power and duty to acquire shares of shareholders dissenting 
from scheme or contract approved by majority.— (1) Where a scheme 
or contract involving the transfer of shares or any class of shares 
in a company (in this section referred to as the transferor com 
pany ) to another company (in this section referred to as " the 
transferee company ), has, within four months after the making of 
the offer in that behali by the transferee company, been approved 
by the holders of not less than nine -tenths in value of the shares 
whose transfer is involved (other than shares already held at the 
date of the offer by, or by a nominee for , the transferee company or 
its subsidiary ), the transferee company may, at any time within two 
months after the expiry of the said four months, give notice in the 
prescribed manner to any dissenting shareholder , that it desires to 
acquire his shares; and when such a notice is given , the transferee 
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company shall, unless, on an application made by the dissenting 
shareholder within one month irom the date on which the notice was 
given , the Court thinks fit to order otherwise, be entitled and bound 
to acquire those shares on the terms on which , under the scheme or 
contract, the shares of the approving shareholders are to be transierred 
to the transferee company : 

Provided that where shares in the transferor company of the same 
class as the shares whose transfer is involved are already held as 
aforesaid to a value greater. than one -tenth of the aggregate of the 
values of all the shares in the company of such class, the foregoing 
provisions of this sub -section shall not apply , unless 

(a ) the transferee company offers the same terms to all 
holders of the shares of that class (other than those already held 
as aforesaid ) whose transfer is involved ; and 

(6) the holders who approve the scheme or contract, besides 
holding not less than nine-tenths in value of the shares (other 
than those already held as aforesaid) whose transfer is involved , 
are not less than three -fourths in number of the holders of those 
shares . 

(2) Where , in pursuance of any such scheme or contract as afore 
said , shares , or shares of any class, in a company are transierred to 
another company or its nominee, and those shares together with any 
other shares or any other shares of the same class, as the case may 
be , in the first mentioned company held at the date of the transfer by , 
or by a nominee for the transferee company or its subsidiary com 
prise hine-tenths in value of the shares, or the shares of that class , 
as the case may be , in the first mentioned company, then , - 

(a ) the transferee company shall, within one month from 
the date of the transfer (unless on a previous transfer in pursuance 
of the scheme or contract it has already complied with this 
requirement) , give notice of that fact in the prescribed manner 
to the holders of the remaining shares or of the remaining shares 
of that class, as the case may be, who have not assented to the 
scheme or contract ; and 

(6) any such holder may , within three months from the 
giving of the notice to him , require the transferee company to 

acquire the shares in question ; 
and where a shareholder gives notice under clause ( ), with respect 
to any shares, the transferee company shall be entitled and bound to 
acquire those shares on the terms on which , under the scheme or 
contract, the shares of the approving shareholders were transferred to 
it, or on such other terms as may be agreed , or as the Court on the 
application of either the transferee company or the shareholder 
thinks fit to order . 

(3) Where a notice has been given by the transferee company 
under sub -section (1) and the Court has not, on an application made 
by the dissenting shareholder, made an order to the contrary , the 
transferee company shall, on the expiry of one month from thedate 
on which the notice has been given , or, if an application to the 
application has been disposed of , transmit a copy of the notice to the 
transferor company together with an instrument of transfer executed 
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on behalf of the shareholder by any person appointed by the transferee 

company and on its own behalf by the transferee company , and pay 
or transfer to the transferor company the amount or other consideration 
representing the price payable by the transferee company for the 
shares which , by virtue of this section , that company is entitled to 
acquire ; and the transferor company shall thereupon register the 
transferee company as the holder of those shares: 

Provided that an instrument of transfer shall not be required for 
any share for which a share warrant is for the time being outstanding . 

(4 ) Any sums received by the transferor company under this 
section shall be paid into a separate bank account, and any such sums 
and any other consideration so received shall be held by that company 
in trust for the several persons entitled to the shares in respect of 
which the said sums or other consideration were respectively received . 
(5) In this section 

(a ) " dissenting shareholder " includes a shareholder who has 
not assented to the scheme or contract and any shareholder who 
has failed or refused to transfer his shares to the transferee 
company in accordance with the scheme or contract ; 

(6 ) " transferor company " and " transferee company " shall 
have the same meaning as in section 394. 

(6 ) In relation to an offer made by the transferee company to 
shareholders of the transferor company before the commencement of 
this Act, this section shall have effect 

(a) with the substitution , in sub -section (1 ), for the words 
" the shares whose transfer is involved (other than shares already 
held at the date of the offer by , or by a nominee for , the 
transferee company or its subsidiary )” , of the words " the shares 
affected " and with the omission of the proviso to that sub -section ; 

(6 ) with the omission of sub -section (2) ; 

(c) with the omission in sub -section (3 ) of the words 
" together with an instrument of transfer executed on behalf of 
the shareholder by 

any person appointed by the transferee 
company and on its own behalf by the transferee company " and 
of the proviso to that sub -section ; and 

(d ) with the omission of clause (6) of sub -section (5). 
396. Power of Central Government to provide for amalgamation of 
companies in national interest.- (1) Where the Central Government is 
satisfied that it is essential in the national interest that two 
companies should amalgamate , then , notwithstanding anything 
contained in sections 394 and 395 but subject to the provisions.pl 
this section , the CentralGovernment may , by order notified in the 
Official Gazette , provide for the amalgamation of those companies ihto 
a single company with such constitution ; with such property , powers, 
rights , interests, authorities and privileges; and with such liabilities, 
duties , and obligations; as may be specified in the order . 

(2) The order aforesaid may contain such consequential, inci. 
dental and supplemental provisions as may, in the opinion of the 
Central Government, be necessary to give effect to the amalgamation. 


or imore 
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was originally 


(3) Every member or creditor (including a dehenture holder) of 
each of the companies before the amalgamation shall have, as nearly 
as may be, the same interest in or rights against the company result 
ing from the amalgamation as he had in the company of which he 

a member or creditor; and to the extent to which the 
interest or rights of such member or creditor in or against the com 
pany resulting from the amalgamation are less than his interest in or 
fights against the original company, he shall be entitled to compensa 
tion which shall be assessed by such authority as may be prescribed. 

The compensation so assessed shall be paid to the member or 
creditor concerned by the company resulting from the amalgamation. 
(4) No order shall be made under this section , unless 

(a ) a copy of the proposed order has been sent in draft to 
each of the companies concerned ; and 

(6 ) the Central Government has considered , and made such 
modifications , if any , in the draft order as may seem to it desirable 
in the light of any suggestions and objections which may be 
received by it from any such company within such period as the 
Central Government may fix in that behall , not being less than 
two months from the date on which the copy aforesaid is received 
by that company , or from any class of shareholders therein , or 
from any creditors or any class creditors thereof. 

(5) Copies of every order made under this section shall, as soon 
as may be after it has been made , be laid before both Houses of 
Parliament. 


CHAPTER VI 
PREVENTION OF OPPRESSION AND MISMANAGEMENT 

A. POWERS OF COURT 
397. Application to Court for relief in cases of oppression (1) Any 
members of a company who complain that the affairs of the company 
are being conducted in a manner oppressive to any member or 
members (including any one or more of themselves) may apply to the 
Court for an order under this section , provided such members have 
a right so to apply in virtue of section 399. 

(2) If, on any application under sub -section (1), the Court is. 
of opinion 

(a) that the company s affairs are being conducted in a 
manner oppressive to any member or members ; and 

(6) that to wind up the company would unfairly prejudice 
such member or members, but that otherwise the facts would 
justify the making of a winding -up order on the ground that it 

was just and equitable that the company should be wound up ; 
the Court. may , with a view to bringing to an end the matters 
complained of, make such order as it thinks fit . 

398. Application to Court for relief in cases of mis panagement. 
(1) Any members of a company who complain 

(a) that the affairs of the company are being conducted in 
a manner prejudicial to the interests of the company ; or 
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(6) that a material change (not being a change brought about 
by, or in the interests of, any creditors including debenture holders, 
or any class of shareholders, of the company) has taken place in 
the management or control of the company, whether by an 
alteration in its Board of directors, or of its managing agent or 
secretaries and treasurers, or in the constitution or control of the 
firm or body corporate acting as its managing agent or secretaries 
and treasurers , or in the ownership of the company s shares , or 
if it has no share capital, in its membership , or in any other 
manner whatsoever, and that by reason of such change, it is likely 
that the affairs of the company will be conducted in a manner 

prejudicial to the interests of the company ; 
may apply to the Court for an order under this section , provided such 
members have a right so to apply in virtue of section 399. 

(2) If , on any application under sub -section (1) , the Court is of 
opinion that the affairs of the company are being conducted as afore 
said or that by reason of any material change as aforesaid in the 
management or control of the company , it is likely that the affairs 
of the company will be conducted as aforesaid , the Court may, with 
a view to bringing to an end or preventing the matters complained of 
or apprehended , make such order as it thinks fit. 

399. Right to apply under sections 397 and 398.- (1) The following 
members of a company shall have the right to apply under section 
397 or 398 : 

(a) in the case of a company having a share capital, not less 
than one hundred members of the company or not less than one 
tenth of the total number of its members , whichever is less, or 
any member or members holding not less than one-tenth of the 
issued share capital of the company, provided that the applicant 
or applicants have paid all calls and other sums - due on their 
shares; 

(6) in the case of a company not having a share capital, not 
less than one- fifth of the total number of its members. 

(2) For the purposes of sub -section (1), where any share or 
shares are held by two or more persons jointly, they shall be counted 
only as one member. 

(3) Where any members of a company are entitled to make an 
application in virtue of sub -section (1), any one 
having obtained the consent in writing of the rest , may make the 
application on behalf and for the benefit of all of them . 

(4 ) The Central Government may , if in its opinion circumstances 
exist which make it just and equitable so to do , authorise any member 
or members of the company to apply to the Court under section 397 
or 398, notwithstanding that the requirements of clause (a) or clause 
(1), as the case may be , of sub - section (1) are not fulfilled . 

(5) The CentralGovernment may, before authorising any member 
or members as aforesaid , require such member or members to give 
security for such amount as the Central Government may deem 
reasonable, for the payment of any costs which the Court dealing 
with the application may order such member or members to pay 
to any other person or persons who are parties to the application 


or 


more of them 
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400. Notice to be given to Contral Government of applications under 
sections 397 and 398 ... The court shall give notice of every application 
Shall take into consideration the representations , if any , made to it by 
that Government before passing a final order under that section . 

401. Right of Central Government to apply under sections 397 
and 398. — The Central Government may itself apply to the Court for 
an order under section 397 or 398, or 

cause an application to be 
made to the Court for such an order by any person authorised by 
it in this behalf . 

402. Powers of Court on application under section 397 or 398. 
Without prejudice to the generality of the powers of the Court under 
section 397 or 398 , any order under either section may provide for -- 

(a ) the ſegulation of the conduct of the company s affairs 
in future ; 

(6 ) the purchase of the shares or interests of any members 
of the company by other members thereof or by the company; 

(c) in the case of a purchase of its shares by the company 
as aforesaid , the consequent reduction of its share capital; 

(d ) the termination , setting aside or modification of any 
agreement, howsoever arrived at, between the company on the one 
hand , and any of the following persons, on the other , namely : 

(i) the managing director , 
( ii) any other director , 
(iii ) the managing agent , 
(iv) the secretaries and treasurers, and 

(v ) the manager , 
upon such terms and conditions as may , in the opinion of the 
Court, be just and equitable in all the circumstances of the case . 

(e) the termination , setting aside or modification of any 
agreement between the company and any person not referred to 
in clause (a ) , provided that no such agreement shall be terminated , 
set aside modified except after due notice to the party 
concerned and provided further that no such agreement shall be 
modified except af ter obtaining the consent of the party concerned ; 

( ) the setting aside of any transfer , delivery of goods, 
payment , execution or other act relating to property made or 
done by or against the company within three months before the 
date of the application under section 397 or 398, which would , if 
made or done by or against an individual, be deemed in his 
insolvency to be a fraudulent preference ; 

(g) any other matter for which in the opinion of the Court 
it is just and equitable that provision should be made. 

403. Interim order by Court. - Pending the making by it of a final 
order under section 397 or 398 , as the case may be, the Court may , 
on the application of any party to the proceeding , make any interim 
order which it thinks fit for regulating the conduct of the company s 


or 
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affairs, upon such terms and conditions as appear to it to be just and 
equitable . 

404. Efect of alteration of memorandum or articles of company 
by order under section 397 or 398.— (!) Where an order under section 
397 or 398 makes any alteration in the memorandum or articles of 
a company, then , notwithstanding any other provision of this Act, 
the company shall not have power , except to the extent, if any, per : 
mitted in the order , to make without the leave of the Court, any 
alteration whatsoever which is inconsistent with the order, either 
in the memorandum or in the articles. 
(2) Subject to the provisions 

sub -section (1) , the alterations 
made by the order shall , in all respects , . have the same effect 
as if they had been duly made by the company in accordance with 
the provisions of this Act; and the said provisions shall apply accord 
ingly to the memorandum or articles as so altered . 

(3) A certified copy of every order altering , or giving , leave 
to alter , a company s memorandum or articles, shall within fifteen 
days after the making thereof, be filed by the company with the 
Registrar who shall register the same. 

(4) If default is made in complying with the provisions of sub 
section (3), the company, and every officer of the company who is 
in default,, shall be punishable with fine which may extend to five 
thousand rupees. 

. 
405. Addition of respondents to application under section 397 or 
398. - If the managing director or any other director, the managing 
agent, secretaries and treasurers or the manager , of a company,, or 
any other person, who has not been impleaded as a respondent to any 
application under section 397 or 398 applies to be added as a 
respondent thereto , the Court shall , if it is satisfied that there is 
sufficient cause for doing so , direct that he may be added as a 
respondent accordingly . 

406. Application of sections 539 to 544 to proceedings under secm 
tions 397 and 398. — In relation to an application under section 397 or 
398, sections 539 to 544, both inclusive, shall apply in the form set 
forth in Schedule XI. 

407. Consequences of termination or modification of certain agree 
ments.- (1) Where an order of a Court made under section 397 or 
398 terminates, sets aside , or modifies an agreement such as is referred 
to in clause (á ) or (e ) of section 402 , 

(a) the order shall not give rise to any claim whatever 
against the company by any person for damages or for compen 
sation for loss of office or in any other respect, either in 
pursuance of the agreement or otherwise ; 

(6) no managing or other director , managing agent, secre 
taries and treasurers , or 

manager whose agieement is so termi 
nated or set aside and no person who , at the date of the order 
terminating or setting aside the agreement was, or subsequently 
becomes, an associate of such managing agent or secretaries and 
treasurers shall, for a period of five years from the date of the order 
terminating the agreement, without the leave of the Court, be 
appointed , or act, as the managing or other director, managing 
agent, secretaries and treasurers, or manager of the company . 
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(2) (a ) Any person who knowingly acts as a managing or other 
director, managing agent; secretaries and treasurers, or manager of 
a company in contravention of clause (6) of sub-section (1); 

(6) where the person so acting as managing agent or as secretaries 
and treasurers is a firm or body corporate, every partner in the firm , 
or every director of the body corporate who is knowingly a party to 
such contravention ; and 

( ) every other director or every director, as the case may be, 
of the company, who is knowingly a party to such contravention ; 
shall be punishable with imprisonment for a terin which may extend 
to one year , or with fine which may extend to five thousand rupees , 
or with both . 

(3) No Court shall grant leave under clause (6) of sub - section 
(1) unless notice of the intention to apply for leave has been served 
on the Central Government and that Government has been given an 
opportunity of being heard in the matter. 

B. POWERS OF CENTRAL GOVERNMENT 
408. Powers of Government to provent oppression or mismanagement. 
(1) Notwithstanding anything contained in this Act, the Central 
Government may appoint not more than two persons, being members 
of the company , to hold office as directors thereof for such period , 
not exceeding three years on any one occasion , as it may think 
fit , if the Central Government, on the application of not less 
than two hundred members of the company or of members of the 
company holding not less than one -tenth of the total voting power 
therein , is satisfied , after such inquiry as it deems fit to make, that 
it is necessary to make the appointment or appointments in order to 
prevent the affairs of the company being conducted either in a manner 
which is oppressive to any members of the company or in a manner 
which is prejudicial to the interests of the company : 

Provided that in lieu of passing an order as aforesaid, the Central 
Government may, if the company has not availed itse the option 
given to it under section 265, direct the company to amend its articles 
in the manner provided in that section and make fresh appointments 
of directors in pursuance of the articles as so amended, within such 
time as may be specified in that behalf by the Central Government. 

(2) In case the Central Government passes an order under the 
proviso to sub -section (1), it may , if it thinks fit, direct that until 
new directors are appointed in pursuance of the order aforesaid , not 
more than two members of the company specified by the Central 
Government shall hold office as additional directors of the company . 

(3) For the purpose of reckoning two-thirds or any other propor 
* tion of the total number of directors of the company , any director 
or directors appointed by the Central Government under sub -section 
(1) or (2 ) shall not be taken into account. 

409. Power of Central Government to prevent change in Board of 
directors likely to affect company prejudicially.- (1) Where a complaint 
is made 

the Central Government by the managing director 


to 
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or any other director, the managing agent, or the secretaries and 
treasurers , of a company that -as a result of a change which has 
taken place or is likely to take place in the ownership of any shares 
held in the company, a change in the Board of directors is likely to 
take place which it allowed) would affect prejudicially the affairs 
of the company , 

the Central Government may , if satisfied, after 
such inquiry as it thinks fit to make that it is just and proper so 
to do, by order, direct that no resolution passed or action taken to 
effect a change in the Board of directors after the date of the 
complaint shall have effect unless confirmed by the Central Government; 
and any such order shall have effect notwithstanding anything to 
the contrary contained in any other provision of this Act or in the 
memorandum or articles of the company , or in any agreement with , 
or any resolution passed in general meeting by , or by the Board of 
directors of, the company. 

(2) The Central Government shall have power when any such 
complaint is received by it , to make an interim order to the effect 
set out in sub -section (1) , before making or completing the inquiry 
aforesaid . 

(3 ) Nothing contained in sub -sections (1) and (2 ) shall apply to 
a private company , unless it is a subsidiary of a public company . 


CHAPTER VII 


on 


CONSTITUTION AND POWERS OF ADVISORY COMMISSION 
410. Appointment of Advisory Commission . For the purpose of 
advising the Central Government the matter referred to in 
clause (a) of section 411, on the applications referred to in clause 
(b) of that section and on such other matters as the CentralGovernment 
may think fit , the Central Government shall 

(a ) constitute a Commission (hereinafter called the " Advisory 
Commission ) consisting of not more than five persons with 
suitable qualifications ; and 

(6 ) appoint one of those persons to be the Chairman of the 
Commission . 

411. Duties of Advisory Commission . - It shall be the duty of the 
Advisory Commission to inquire into and advise 

the Central 
Government 

(a ) before a notification is issued under section 324 in respect 
of any description of industry or business , on the necessity for, 
and advisability of, issuing the notification ; 

(6 ) on all applications made to the Central Government 
under section 259 , 268 , 269 , 310 , 311 , 326 , 328 , 329 , 332 , 343 , 
345, 346 , 352, 408 , or 409; and 

(c) on all other matters which may be referred to the 
Commission by the Central Government. 

412. Forms and procedure in cases referred to Advisory Commission. 
( 1) Every application made to the Central Government under any 
of the sections referred to in clause (b) of section 411 shall be in 
such form as may be prescribed . 

(2) (a) Before any application is made by a company to the 
Central Government under any of the sections aforesaid , there shall 


to be made . 
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be issued by or on behalf of the company , a general notice to the 
members thereof, indicating the nature of the application proposed 

(6) Such notice shall be published at least once in a newspaper 
in a principal language of the district in which the registered office 
of the company is situate and circulating in that district, and at least 
once in English in an English newspaper circulating in that district. 

(c) Copies of the notices, together with a certificate by the com 
pany as to the due, publication thereof, shall be attached to the 
application . 

(d) Nothing in clause (a), ( ) or (c) shall apply to a private com 
pany which is not the managing agent of a public company. 

413. Powers of Advisory Commission . - For the purpose of making 
any inquiry under section 411, the Advisory Commission may 

(a) require the production before it of any books or other 
documents in the possession, custody or control of the company 
and relating to any matter under inquiry ; 

(6) call for any further information or explanation , if the 
Commission is of opinion that such information or explanation is 
necessary in order that the books or other documents produced 
before it may afford full particulars of the matter to which they 
purport to relate ; 

(c) with such assistance as it thinks necessary , inspect any 
books or other documents so produced and make copies thereof 
or take extracts therefrom : 

(d) require any managing director or any other director , 
managing agent, secretaries and treasurers , manager or other 
officer of the company, or any shareholder or any other person 
who, in the opinion of the Commission , is likely to furnish 
information with respect to the affairs of the company relating 
to any matter under inquiry , to appear before it and examine 
such person on oath or require him to furnish such information 
as may be required ; and administer an oath accordingly to the 
person for the purpose . 

414. Penalties. If any person refuses or neglects to produce any 
book or other document in his possession or custody which he is 
required to produce under section 413 or to answer any question put 
to him relating to any matter under inquiry , he shall be punishable 
with imprisonment for a term which may extend to two years and 
shall also be liable to fine. 

415. Immunity for action taken in good faith.- No suit or other 
legal proceeding shall lie against the Commission or the Chairman or 
any member thereof or against the Central Government, in respect of 
anything which is in good faith done or intended to be done in 

in 
pursuance of this Chapter , or of the provisions referred to 
section 411 , or of any rules or orders made thereunder .. 


CHAPTER VIII 

MISCELLANEOUS PROVISIONS 
Contracts where company is undisclosed principal 
416. Contracts by agents of company in which company is un 
disclosed principal.- ( ) "Every person, being the managing agent, 
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sécretaries and treasurers , manager or other agent of a public company 
or of a private company which is a subsidiary of a public campany, 
who enters into a contract for or on behalf of the company in which 
contract the company is an undisclosed principal shall , at the time of 
entering into the contract, make a memorandum in writing ot the 
terms of the contract, and specify therein the person with whom it is 
entered into . 

(2 ) Every such person who enters into a contract as aforesaid 
shall forth with deliver the memorandum to the company and send 
copies thereof to each of the directors ; and such memorandum shall 
be filed in the office of the company and laid before the Board of 
directors at its next meeting . 

(3) If default is made in complying with the requirements of this 
section , 

(a) the contract shall, at the option of the company, be 
voidable as against the company; and 

(6 ) the person who enters into the contract, or every officer 
of the company who is in default , as the case may be , shall be 
punishable with fine which may extend to two hundred rupees. 

Employees securities and provident funds 
417. Employees securities to be deposited in Scheduled Bank. 
(1) All moneys or securities deposited with a company by its em 
ployees in pursuance of their contracts of service with the company 
shall be kept or deposited by the company in a special account to be 
opened by the company for the purpose in a Scheduled Bank . 

(2 ) No portion of such moneys or securities shall be utilised by 
the company except for the purposes agreed to in the contracts of 
service . 

(3) A receipt for moneys deposited with a company by its 
employee shall not be deemed to be a security within the meaning of 
this section ; and the moneys, themselves shall accordingly be deposited 
with a Scheduled Bank as provided in sub -section (1). 

418. Provisions applicable to provident funds of employees. 
(1) Where a provident fund has been constituted by a company for 
its employees or any class of its employees, all moneys contributed 
to such fund (whether by the company or by the employees) or 
occuring by way of interest or otherwise to such fund , shall be either 
deposited in a Post Office Savings Bank account or invested in the 
securities mentioned or referred to in clauses (a ) to (e) of section 820 
of the Indian Trusts Act, 1882 (II of 1882): 

Provided that where one-tenth part of the whole amount of the 
moneys belonging to such fund exceeds the maximum amount which 
may be deposited in a Post Office Savings Bank account under the 
rules regulating such deposits for the time being in force , the amount 
of such excess may be kept or deposited in a special account to be 
opened for the purpose in a Scheduled Bank . 

(2) Notwithstanding anything to the contrary in the rules of any 
provident fund to which sub- section (1) applies or in any contract 
between a company and its employees, no employee shall be entitled 
to receive, in respect of such portion of the amount to his credit in 
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such fund as is invested in accordance with the provisions of sub 
section (1) , interest at a rate exceeding the rate of interest yielded 
by such investment. 

(3) Nothing in sub -section (1) shall affect any rights of an 
employee under the rules of a provident fund to 

obtain advances 
from or to withdraw money standing to his credit in the fund , where 
the fund is a recognised provident fund within the meaning of clause 
(a) of section 58 A of the Indian Income tax Act, 1922 (XI of 1922), 
Or where the rules of the fund contain provisions corresponding to 
rules 4 , 5, 6 , 7 , 8 , and 9 of the Indian Income-tax (Provident Funds 
Relief) Rules. 

(4) Where a separate trust has been created by a company with 
respect to any, provident fund referred to in sub -section (1), the 
company shall be bound to collect the contributions of the employees 
concerned and pay such contributions as well as its own contributions, 
if any, to the trustees ; but in other respects, the obligations laid on 
the company by this section shall devolve on the trustees and shall 
be discharged by them instead of by the company. 

419. Right of employee to see bank s receipt for moneys or securities 
referred to in section 417 or 418. — An employee shall be entitled , on 
request made in this behalf to the company , or to the trustees 
referred to in sub -section (4) of section 418 , as the case may be , to 
see the bank s receipt for any money or security such as is referred 
to in sections 417 and 418 . 

420. Penalty for contravention of sections 417, 418 and 419. — Any 
officer of a company, or any such trustee of a provident fund as is 
referred to in sub -section (4 ) of section 418 who, knowingly , contra 
venes, or authorises or permits the contravention of, the provisions 
of section 417 , 418 or 419, shall be punishable with fine which may 
extend to five hundred rupees. 

Receivers and Managers 
421. Filing of accounts of receivers.-- Every receiver of the pro 
perty of a company who has been appointed under a power conferred 
by any instrument and who has taken possession , shall once in every 
half year while he remains in possession , and also on ceasing to act 
as receiver , file with the Registrar an abstract in the prescribed form 
of his receipts and payments during the period to which the abstract 
relates, 

422. Invoices, etc., to refer to receiver where there is one. — Where 
a receiver of the property of a company has been appointed , every 
invoice , order for goods, or business letter issued by or on behalf of 
the company , or the receiver of the company , being a document on 
or in which the name of the company appears, shall contain a state 
ment that a receiver has been appointed . 

423. Penalty for non -compliance with sections 421 and 422. - If 
default is made in complying with the requirements of section 421 or 
422 , the company, and every officer of the company who is in 
default, shall be punishable 

with fine which may extend to two 


hundred rupees. 


For the purposes of this section , the receiver shall be deemed to 


be an officer of the company. 
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424. Application of sections 421 to 423 to receivers and managers 
appointed by Court and managers appointed 

in pursuance of an 
instrument. The provisions of sections 421, 422 and 423 shall apply 
to the receiver of, or any person appointed to manage , the property 
of a company, appointed by a Court or to any person appointed to 
manage the property of a company under any powers contained in an 
instrument, in like manner as they apply to a receiver appointed 
under any powers.contained in an instrument. 


PART VII 
WINDING UP 
CHAPTER I 

PRELIMINARY 

Modes of Winding Up 
425. Modes of winding up.— (1) The winding up of a company 
may be either 

(a ) by the Court; or 
(6) voluntary ; or 

(c) subject to the supervision of the Court. 
(2) The provisions of this Act with respect to winding up apply, 
unless the contrary appears, to the winding up of a company in any 
of those modes. 

Contributories 
426 . Liability as contributories of present and past members. 
(1) In the event of a company being wound up , every present and 
past member shall be liable to contribute to the assets of the company 
to an amount sufficient for payment of its debts and liabilities and the 
costs , charges and expenses of the winding up , and for the adjustment 
of the rights of the contributories among themselves , subject to the 
provisions of section 427 and subject also to the following qualifications, 
namely : 

(a ) a past member shall not be liable to contribute if he has 
ceased to be a member for one year or upwards before the 
commencement of the winding up ; 

(6 ) a past member shall not be liable to contribute in respect 
of any debt or liability of the co.npany contracted after he ceased 
to be a member ; 

(c) no past member shall be liable to contribute unless 
it appears to the Court that the present members are unable to 
satisfy the contributions required to be made by them in pursuance 
of this Act ; 

(a) in the case of a company limited by shares, no contribu 
tion shall be required from any past or present member exceeding 
the amount, if any , unpaid on the shares in respect of which he 
is liable as such member ; 

(e) in the case of a company limited by guarantee, no 
contribution shall , subject to the provisions of sub -section (2), 
be required from any past or present member exceeding the 
amount under taken to be contributed by him to the assets of the 
company in the event of its being wound up ; 
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(f) nothing in this Act shall invalidate any provision 
contained in any policy of insurance or other contract 
whereby the liability of individual members on the policy 
or contract is restricted , or whereby the funds of the com 
pany are alone made liable in respect of the policy or con 
tract ; 

(g ) a sum due to any past or present member of the 
company in his character as such ,by way of dividends, pro 
fits or otherwise , shall not be deemed to be a debt of the 
company payable to that member, in a case of competition 
between himself and any other creditor who is not a past or 
presentmember of the company ; but any such sumn shall be 
taken into account for the purpose of the finaladjustment of 
the rights of the contributories among themselves. 

(2) In the winding up of a company limited by guarantee 
which has a share capital, every member of the company shall 
be liable, in addition to the amount undertaken to be contri. 
buted by him to the assets of the company in the event of its 
being wound up, to contribute to the extent of any sums unpaid 
on any shares held by him as if the company were a company 
limited by shares. 

427. Obligations of directors, managing agents and managers 
whose liability is unlimited . - In the winding up of a limited com 
pany, any director , managing agent, secretaries and treasurers 
or manager, whether past or present, whose liability is , under 
the provisions of this Act, unlimited, shall, in addition to his 
liability , if any, to contribute as an ordinary member, be liable 
to make a further contribution as if he were , at the commence 
ment of the winding up , a member of an unlimited company : 
Provided that 

(a) a . past director, managing agent, secretaries and 
treasurers or manager shall not be liable to make such fur 
ther contribution , if he has ceased to hold office for a year 
or upwards before the commencement of the winding up ; 

(b ) a past director, managing agent, secretaries and 
treasurers or manager shall not be liable to make such fur 
ther contribution in respect of any debt or liability of the 
company contracted after he ceased to hold office ; 

(c ) subject to the articles of the company , a director , 
managing agent, secretaries and treasurers or manager shall 
not be liable to make such further contribution , unless the 
Court deems it necessary to require the contribution in 
order to satisfy the debts and liabilities of the company, and 
the costs , charges and expenses of the winding up . 

428. Definition of " contributory " . - The term " contri 
butory " means every person liable to contribute to the 
assets of a company in the event of its being wound up , and 
includes the holder of any shares which are fully paid up; 
and for the purposes of all proceedings for determining, and 
all proceedings prior to the final determination of, the per 
sons who are to be deemed contributories, includes any 
person.alleged to be a contributory, 
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429. Nature of liability of contributory.- (1) The liability of a 
contributory shall create a debt accruing due from him at the 
time when his liability commenced , but payable at the times 
specified in calls made on him for enforcing the liability . 

(2) No claim founded on the liability of a contributory 
shall be cognizable by any Court of Small Causes sitting out 
side the presidency -towns. 

430 , Contributories in case of death of member .-- (1 ) Ifa 
contributory dies either before or after he has been placed on 
the list of contributories, his legal representatives shall be 
liable in a due course of administration , to contribute to the 
assets of the company in discharge of his liability , and shall be 
contributories accordingly . 

(2) If the legal representatives make default in paying 
any money ordered to be paid by them , proceedings may be 
taken for administering the estate of the deceased contributory 
and compelling payment thereout of the money due . 

( 3) For the purposes of this section , where the deceased 
contributory was a member of a Hindu joint family governed 
by the Mitakshara Schoolof Hindu Law , his legal representa 
tives shall be deemed to include the surviving coparceners. 

431. Contributories in case of insolvency of member. --If a con 
tributory is adjudged insolvent, either before or after he has 
been placed on the list of contributories, 

(a ) his assignees in insolvency shall represent him for 
all the purposes of the winding up , and shall be contri 
butories accordingly , and may be called on to admit to 
proof against the estate of the insolvent, or otherwise - to 
allow to be paid out of his assets in due course of law , any 
monėy due from the insolvent in respect of his liability to 
contribute to the assets of the company ; and 

(b ) there may be proved againt the estate of the in 
solvent the estimated value of his liability to future calls as 
well as calls already made. 

432. Contributories in case of winding up of a body corporate 
which is a member . - If a pody corporate which is a contributory 
is ordered to be wound up , either before or after it has been 
placed on the list of contributories, - 

(a ) the liquidator of the body corporate shall represent 
it for all the purposes of the winding up of the company and 
shall be a contributory accordingly , and may be called on to 
admit to proof against the assets of the body corporate , or 
otherwise to allow to be paid out of its assets in due course 
of law , any money due from the body corporate in respect 
of its liability to contribute to the assets of the company; 
and 

(6 ) there may be proved against the assets of the body 
corporate the estimated value of its liability to future calls 
as well as calls already made , 


of an 
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CHAPTER II 

WINDING UP BY THE COURT 
Cases in which company may be wound up by the Court 
433. Circumstances in which company may be wound up by 
Court. - A company may be wound up by the Court, 

( a ) if the company has, by special resolution , resolved 
that the company be wound up by the Court ; 

(b ) if default is made in delivering the statutory 
report to the Registrar or in holding the statutory meeting ; 

( c) if the company does not commence its business 
within a year from its incorporation , or suspends its business for 
a whole year ; 

( d ) if the number of members is reduced , in the case 
a public company, below seven , and in the case of a private 
company , below two ; 

( e ) if the company is unable to pay its debts ; 

if the Court is of opinion that it is just and equita 
ble that the company should be wound up. 

434. Company when deemed unable to pay its debts.- (1) A 
company shall be deemed to be unable to pay its debts 

( a ) if a creditor, by assignment or otherwise , to whom 
the cornpany is indebted in a suin exceeding five hundred rupees 
then due, has served on the company, by causing it to be deliver 
ed at its registered office, by registered post or otherwise , a 
demand under his hand requiring the company to pay the sum 
so due and the company has for three weeks thereafter neglect 
ed to pay the sum , or to secure or compound for it to the reason 
able satisfaction of the creditor ; 

(6 ) if execution or other process issued on a decree or 
order of any Court in favour of a creditor of the company is 
returned unsatisfied in whole or in part ; or 

(c ) if it is proved to the satisfaction of the Court that 
the company is unable to pay its debts , and , in determining 
whether a company is unable to pay its debts , the Court shall 
take into account the contingent and prospective liabilities of 
the company . 

(2 ) The demand referred to in clause (a ) of sub -section ( 1) 
shall be deemed to have been duly given under the hand of the 
creditor if it is signed by any agent or legal adviser duly autho 
rised on his behalf , or in the case of a firm , if it is signed by any 
such agent or legal adviser or by any member of the firm . 

Transfer of Proceedings 
135. Transfer of winding up proceedings to District Court. 
Where a High Court makes an order for winding up a company 
under this Act, the High Court may , if it thinks fit, direct all 
subsequent proceedings to be had in a DistrictCourt subordinate 
thereto or, with the consent of any ciher High Court, in such 
High Court or in a District Court subordinate theleto 


ana 


: 


require. To 


214 
thereupon for the purposes of winding up the company, the 
Court in respect of which such direction is given shall be 
deemed to be the Court" within themeaning of this Act, and 
shall have all the jurisdiction and powers of a High Court under 
this Act. 

436. Withdrawal and transfer of winding up from one District 
Court to another . If during the progress of a winding : up in a 
District Court, it appears to the High Court that the same could 
be inore conveniently proceeded with in the High Court or in 
any other District Court, the High Court may , as the case may 

withdraw the case and proceed with the winding 
up itself ; or 

(b ) transfer the case to such other. District Court , 
whereupon the winding up shallproceed in that District Court. 

437, Power of High Court to retain winding up proceedings.in 
Listrict Court.- The High Court may direct that a District Court 
in which proceedings for winding up a company have been 
commenced , shall retain and continue the proceedings, although 
it may not be the Court in which they ought to have been com 
menced . 

438. Jurisdiction of High Court under sections 435 , 436 and 437 
to be exercised at any time and at any stage . - The High Court shall 
have jurisdiction to pass orders under section 435 , 436 or 437 at 
any time and at any stage and either on the application of, or 
without application from , any of the parties to the proceed 
ings . 

Petition for Winding up 
439. Provisions as to applications for winding up. ( 1) An appli 
cation to the Court for the winding up of a company shall be 
by petition presented, subject to the provisions of this section , 

(a ) by the company ; or 

( b ) by any creditor or creditors, including any contin 
gent or prospective creditor or creditors ; or 

(c ) by any contributory or contributories; or 

(d ) by all or any of the parties specified in clauses (a) , 
( b ) and (c ) , whether together or separately ; or 

( e ) by the Registrar ; or 

( f) in a case falling under section 243, by any person 
authorised by the CentralGovernment in that behalf. 

( 2 ) A secured creditor , the holder of any debuntures 
(including debenture stock ) , whether or not any trustee or 
trustees have been appointed in respect of such and other like 
debentures, and the trustee for the holders of debentures, shall 
be deemed to be creditors within the meaning of clause (b ) of 
sub- section ( 1 ) . 

(3) A contributory shall be entitled to present a petition for 
winding up a company, notwithstanding that he may be the 
holder of jully paid -up shares, or that the company may, have 
no assets at all, or may have no surplus assests left for distribu 
lion among the shareholders after the satisfaction of its liabilities: 


(4) A contributory . shall not be entitled to present a 
petition for winding up a company unless 

(a ) either the number of members is reduced , in the case 
of a public company, below seven , and , in the case of a pri 
vate company, below two; or 

(b ) the shares in respect of which he is a contributory , 
or some of them , either were originally allotted to him or 
have been held by him , and registered in his name, for at 
least six months during the eighteen months immediately 
before the commencement of the winding up , or have 
devolved on him through the death of a former holder. 

(5 ) Except in the case where he is authorised in pursuance 
of clause (f) of sub -section ( 1) , the Registrar shall be entitled to 
present a petition for winding up a company only on the grounds 
specified in clauses (b ) , (c) and (e ) of section 433: 

Provided that the Registrar shall not present a petition on 
the ground specified in clause ( e) aforesaid , unless it appears 
to him either from the financial condition of the company as 
disclosed in its balance- sheet or from the report of an inspector 
appointed under section 235 or 237 , that the company is unable 
to pay its debts : 

Provided further that the Registrar shall obtain the previous 
sanction of the Central Government to the presentation of the 
petition on any of the grounds aforesaid . 

(6 ) The Central Government shall not accord its sanction 
in pursuance of the foregoing proviso, unless the company 
has first been afforded an opportunity of making its representa 
tions, if any . 

(7) A petition for winding up a company on the ground 
specified in clause (6 ) of section 433 shall not be presented 

(a ) except by the Registrar or by a contributory: or 

(6 ) before the expiration of fourteen days after the 
last day on which be statutory meeting referred to in clause 
(b ) aforesaid oughtto have been held .. 

(8 ) Before a petition for winding up a company presented 
by a contingent or prospective creditor is admitted , the leave of 
the Court shall be obtained for the admission of the petition and 
such leave shall not be granted 

(a ) unless, in the opinion of the Court, there is a prima 
facie case for winding up the company; and 

(b ) until such security for costs has been given as the 
Court thinks reasonable . 

440. Right to present winding up petition where company is 
being wound up voluntarily or subject to Court s supervision.- ( 1) 
Where a company is being wound up voluntarily or subject to 
the supervision of the Court, a petition for its winding up by. 
the Court may be presented by 

( a ) any person authorised to do so under section- 439, 
and subject to the provisions of that section ; or 

(b ) the Official Liquidator . 
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(2) The Court shall not make a winding up order on a 
petition presented to it under sub -section (1), unless it is satisa 
fied that the voluntary winding up or winding up subject to the 
supervision of the Court cannot be continued with due regard to 
the interests of the creditors or contributories or both . 

Commencement of Winding Up 
441. Commencement ofwinding up by Court.— ( 1)Where, before 
the presentation of a petition for the winding up of a company 
by the Court, a resolution has been passed by the company for 
voluntary winding up , the winding up of the company shall be 
deemed to have commenced at the time of the passing of the 
resolution , and unless the Court, on proof of fraud or mistake, 
thinks fit to direct otherwise all proceedings taken in the volun : 
tary winding up shall be deemed to have been Validly taken . 

(2 ) In any other case , the winding up of a company by the 
Court shall be deemed to commence at the time of the presenta 
tion of the petition for the winding up . 

Powers of Court 
442. Power of Court to stay ox restrain proceedings against 
company .- At any time after the presentation of a winding up 
petition and before a winding up order has been made, the 
company, or any creditor or contributory , may 

( a ) where any suit or proceeding against the company 
is pending in the Supreme Court or in any High Court, 
apply to the Court in which the suit or proceeding is 
pending for a stay of proceedings therein ; and 

(6 ) where any suit or proceeding is pending against the 
company in any other Court apply to the Court having 
jurisdiction to wind up the company, to restrain further 

proceedings in the suit or proceeding; 
and the Court to which application is so made may stay or res 
train the proceedings accordingly , on such terms as it thinks 
fit . 

443. Powers of Court on hearing petition.- ( 1) On hearing a 
winding up petition , the Court may 

(a) dismiss it, with or without costs; or 

(6 ) adjourn the hearing conditionally or uncondition 
ally or 

( c) make any interim order that it thinks fit ; or 

(d ) make an order for winding up the company with or 
without costs , or any other order that it thinks fit : 

Provided that the Court shall not refuse to make a winding 
up order on the ground only that the assets of the company have 
been mortgaged to an amount equal to or in excess of those 
assets , or that the company has no assets . 

( 2) Where the petition is presented on the ground that it is just 
and equitable that the company should be wound up the Court 
may refuse to make an order of winding up , if it is of opinion 
that some other remedy is available to the petitioners and that 
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they are acting unreasonably in seeking to have the company 
wound up instead of pursuing that other remedy . 

(3 ) Where the petition is presented on the ground of default 
in delivering the statutory report to the Registrar , or in holding 
the statutory meeting , the Court may 

( a ) instead of making a winding up order , direct that 
the statutory report shall be delivered or that a meeting 
shall be held ; and 

(6 ) order the costs to be paid by any persons who, in 
the opinion of the Court, are responsible for the default. 

Consequences of Winding up Order 
444. Order for winding up to be communicated to Officia 
Liquidator. - Where the Court makes an order for the winding up 
of a company, the Court shall forthwith cause intimation thereof 
to be sent to the Official Liquidator. 

445. Copy of winding up order to be filed with Registrar.- (1) 
On themaking of a winding up order, it shall be the duty of the 
petitioner in the winding up proceedings and of the company to 
file with the Registrar a certified copy of the order, within one 
month from the date of the making of the order . 

If default is made in complying with the foregoing provision , 
the petitioner, or as the case may require , the company, and 
every officer of the company who is in default , shall be punish 
able with fine which may extend to one hundred rupees for each 
day during which the default continues. 

(2 ) On the filing of a certified copy of the winding up order 
the Registrar shall make a minute thereof in his books relating 
to the company, and shall notify in the Official Gazette that such 
an order has been made. 

( 3) Such order shall be deemed to be notice of discharge to 
the officers and employees of the company , except when the 
business of the company is continued . 

446. Suits stayed on winding up order.- (1) When a winding 
up order has been made or the Official Liquidator has been 
appointed as provisional liquidator, no suit or other legal pro 
ceeding shall be commenced , or if pending at the date of the 
winding up order , shall be proceeded with , against the company, 
except by leave of the Court and subject to such terms as the 
Court may impose . 

( 2) The Courtwhich is winding up the company shall, not 
withstanding anything contained in any other law for the time 
being in force, have jurisdiction to entertain , or dispose of, 
any suit or proceeding by or against the company . 

( 3) Any suit or proceeding by or against the company which 
is pending in any Court other than that in which the winding up 
of the company is proceeding may , notwithstanding anything 
contained in any other law for the timebeing in force, be trans 
ferred to and disposed of by that Court. 

447. Effect of winding up order. - An order for winding up a. 
company shall operate in favour of all the creditors and of all the 
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contributories of the company as if it had been made on the joint 
petition of a creditor and of a contributory . 

Official Liquidators 
448. Appointment of Official Liquidator.7.(1) For the purposes 
of this Act, so far as it relates to the winding up of companies by 
the Court, 

(a ) there shall be attached to each High Court, an 
Official Liquidator appointed by the Central Government, 
who shall be a whole-time officer, unless the Central Govern : 
ment considers that there will not be sufficient work fora 
whole-time officer in which case a part-time officer may be 
appointed ; and 

(6 ) the Official Receiver attached to a District Court for 
insolvency purposes , or if there is no such Official Receiver, 
then , such person as the CentralGovernment may, by noti 
fication in the OfficialGazette appoint for the purpose, shall 
be the Official Liquidator attached to the District Court. 

(2 ) All references to the “ Official Liquidator " in this Act 
shall be construed as references to the Official Liquidator re 
ferred to in clause (a ) or clause (6 ) , as the case may be, of sub 
section ( 1) . 

449. Official Liquidator to be liquidator .- On a winding up 
order being made in respect of a company , the Official Liquidator 
shall , by virtue of his office , become the liquidator of the 
company. 

450. Appointment and powers of provisional liquidator.- 
( 1) At any time after the presentation of a winding up petition 
and before the making of a winding up forder, the Court may 
appoint the Official Liquidator to be liquidator provisionally . 

(2) Before appointing a provisional liquidator, the Court 
shall give notice to the company and give a reasonable opportu . 
nity to it to make its representations, if any, unless, for special 
reasons to be recorded in writing , the Court thinks fit to dispense 
with such notice . 

(3 ) Where a provisional liquidator is appointed by the 
Court , the Court may limit and restrict his powers by the order 
appointing him or by a subsequent order; but otherwise he shall 
have the same powers as a liquidator . 

(4 ) The Official Liquidator shall cease to hold office as pro 
visional liquidator, and shall becomethe liquidator , of the com 
pany, on a winding up order being made. 

451. General provisions as to liquidators.- ( 1) The liquidator 
shall conduct the proceedings in winding up the company and 
perform such duties in reference thereto as the Court may 
impose . 
( 2) Where the Official Liquidator becomes 

or acts as 
liquidator, there shall be paid to the Central Government out of 
the assets of the company such fees asmay be prescribed . 

(3) The acts of a liquidator shall be valid , notwithstanding 
any defect thatmay afterwards be discovered in his appointment 
or qualification ; 


name. 
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Provided that nothing in this sub -section shall be deemed to 
give validity to acts done by a liquidator after his appointment 
has been shown to be invalid . 

452. Style , etc., of liquidator .-A liquidator shall be described 
by the style of " The official Liquidator" of the particular 
company in respect of which he acts, and not by his individual 

453. Recaiver not to be appointed of assets with liquidator. 
A receiver shall not be appointed of assets in the hands of a 
liquidator except by, or with the leave of, the Court. 

454 Statement of affairs to be mado to Official liquidator . - 
(1) Where the Court has made a winding up order or appointed 
the Official Liquidator as provisional liquidator, unless the 
Court in its discretion otherwise orders , there shall be made 
out and submitted to the Official Liquidator a statement as to 
the affairs of the company in the prescribed from , verified by an 
affidavit, and containing the following particulars , namely : 

(a ) the assets of the company, stating separately the 
cash balance in hand and at the bank , if any, and the 
negotiable securities, if any, held by the company; 

(6 ) its debts and liabilities ; 

(c ) the names, residences and occupations of its credi. 
tors, stating separately the amount of secured and unsecured 
debts; and in the case of secured debts, particulars of the 
securities given , whether by the company or an officer there . 
of, their value and the dates on which they were given ; 

(d ) the debts due to the company and the names, resi 
dences and occupations of the persons from whom they are 
due and the amount likely to be realised on account thereof ; 

(e) such further or other information as may be pres 
cribed , or as the Official Liquidator may require. 

( 2 ) The statement shall be submitted and verified by one 
or more of the persons who are at the relevant date the directors 
and by the person who is at that date the manager , secretary or 
other chief officer of the company, or by such of the persons 
hereinafter in this sub -section mentioned , as the Official 
Liquidator, subject to the direction of the Court,may require to 
submit and verify the statement, that is to say, persons 

(a ) who are or have been officers of the company; 

( 6 ) who have taken part in the formation of the con . 
pany at any time within one year before the relevant date ; 

(c ) who are in the employment of the company, or have 
been in the employment of the company within the said year, 
and are, in the opinion of the Official Liquidator, capable of 
giving the information required ; 

( d ) who are or have been within the said year officers 
of, or in the employment of, a company which is , or within 
the said year was, an officer of the company to which the 
statement relates. 

( 3 ) The statement shall be submitted within twenty -one 
days from the relevant date , or within such extended time not 


220 
exceeding three months froin that date as the Oficial Liquidator 
or the Court may , for special reasons , appoints 

(4) Any person making , or concurring in making, the state 
ment and affidavit required by this section shall be allowed , and 
shall be paid by the Oficial Liquidator or provisional liquidator, 
as the case may be , out of the assets of the company, such costs 
and expenses incurred in and about the preparation and making 
of the statement and affidavit as the Official Liquidator may 
consider reasonable , subject to an appeal to the Court. 

(5 ) If any person , without reasonable excuse ,makes default 
in complying with any of the requirements of this section , he 
shall be punishable with fine which may extend to one hundred 
rupees for every day during which the default continues. 

(6 ) Any person stating himself in writing to be a creditor or 
contributory of the company shall be entitled, by himself or by 
his agent, at all reasonable times, on payment of the prescribed 
fee , to inspect the statement submitted in pursuance of this 
section , and to a copy thereof or extract therefrom . 

(7 ) Any person untruthfully so stating himself to be a 
creditor or contributory shall be guilty of an offence under 
section 182 of the Indian Penal Code (Act XLV of 1860); and 
shall , on the application of the Official Liquidator, be punishable 
accordingly . 

(8 ) in this section , the expression " the relevant date” means 
in a case where a provisional liquidator is appointed , the date 
of his appointment, and in a case where no such appointment is 
mate, the date of the winding up order . 

455. Report by Official Liquidator.--- (1) In a case where a wind 
up order is made , the OfficialLiquidator shall, as soon as practi 
cable after receipt of the statement to be submitted under section 
45-4 and not later than six months from the date of the order , or 
in a case where the Court orders that no statement need be sub 
mitted , as soon as practicable after the date of the order , submit 
a preliminary report to the Court 

(a ) as to the amount of capital issued , subscribed , and 
paid up, and the estimated amount of assets and liabilities, 
giving separately, under the heading of assets, particulars of 
(i) cash and negotiable securities ; (ii) debts due from 
contributories; ( iii) debts due to the company and securities, 
if any, available in respect thereof; (iv ) movable and 
inumovable properties belonging to the company; and (v ). 
unpaid calls ; 

(6 ) if the company has failed , as to the causes of the 
failure ; and 

(c) whether, in his opinion , further inquiry is desirable 
as to any matter relating to the promotion , formation , or 
failure of the company, or the conduct of the business 
thereof . 
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(2) The Official Liquidator may also, if he thinks fit,make a 
further report, or further reports, stating the manner in which 
the company was pronoted or formed and whether in his opinion 
any fraud has been committed by any person in its promoticn 
or formation , or by any officer of the company in relation to the 
company since the formation thereof, and any other matters 
which , in his opinion , it is desirable to bring to the notice of the 
Court. 

(3) If the Official Liquidator states in any such further report 
that in his opinion a fraudhas been committed as aforesaid, the 
Court shall have the further powers provided in section 478 . 

456. Custody of company s property.- ( 1) Where a winding 
up order has been made or where a provisional liquidator has 
been appointed , the liquidator shall take into his custody or 
under his control, all the property , effects and actionable claims 
to which the company is or appears to be entitled. 

(2 ) All the property and effects of the company shall be 
deemed to be in the custody of the Court as from the date of the 
order for the winding up of the corapany . 

457. Powers of lipuidator .- (1) The liquidator in a windingup 
by the Court shall have power, with the sanction of the Court, 

(a ) to institute or defend any suit, prosecution , or 
other legal proceeding , civil or criminal, in the name and on 
behalf of the company : 

(b ) to carry on the business of the company so far as 
may be necessary for the beneficial winding up of the 
co ! pany; 

(c ) to sell the immovable and movable property and 
actionable claims of the company by public auction or 
private contract, with power to transfer the whole thereof to 
any person or body corporate , or to sell the same in parcels ; 

( d ) to raise on the security of the assets of the 
company any money requisite ; 

(e ) to do all such other things asmay be necessary for 
winding up the affairs of ihe company and distributing its 
assets . 

( 2) The liquidator in a winding up by the Court shall have 
power 

(i) to do all acts and to execute , in the name and on 
behalf of the company, all deeds, receipts , and other docu 
ments, and for that purpose to use , when necessary, the 
company s seal; 

(ii) to prove, rank and claim in the insolvency of any 
contributory , for any balance against his estate , and to 
receive dividends in the insolvency , in respect of that 
balance , as a separate debt due from the insolvent, and 
rateably with the other separate creditors ; 

(it) to draw , accept,makeand indorseany bill of exchange 
hurdi or promissory note in the name and on behalf of the 
company, with the same effect with respect to the liability of 
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the company as if the bill hundi, or note had been drawn , 
accepted , made or indorsed by or on behalf of the company 
in the course of its business; 

(iv ) to take out, in his official name, letters of adminis 
tration to any deceased contributory , and to do in his 
officialname any other act necessary for obtaining payment 
of any money due froin a contributory or his estate which 
cannot be conveniently done in the name of the company, 
and in all such cases, the money due shall , for the purpose 
of enabling the liquidator to take out the letters of adminis 
tration or recover the money , be deemed to be due to the 
liquidator himself : 

Provided that nothing herein empowered shall be deemed 
to affect the rights, duties and privileges of any Administrator 
General; 

( v ) to appoint an agent to do any business which the 
liquidator is unable to do himself . 

( 3) The exercise by the liquidator in a winding up by the 
Court of the powers conferred by this section shall be subject 
to the control of the Court; and any creditor or contributory 
may apply to the Court with respect to the exercise or proposed 
exercise of any of the powers conferred by this section . 

458. Discretion of liquidator .-- The Court may, by order , 
provide that the liquidator may exercise any of the powers re 
ferred to in sub-section (1) of section 457 without the sanction 
or intervention of the Court : 

Provided always that the exercise by the liquidator of such 
powers shall be subject to the control of the Court. 

459. Provision for legal assistance to liquidator.--- The liqui 
dator may , with the sanction of the Court, appoint an advocate, 
attorney or pleader entitled to appear before the Court to assist 
him in the performance of his duties. 
460. Exercise and control of liquidator s powers.- ( 1) 

Sub 
ject to the provisions of this Act, the liquidator shall , in the 
administration of the assets of the company and the distribution 
thereof among its creditors , have regard to any directions which 
may be given by resolution of the creditors or contributories at 
any generalmeeting or by the committee of inspection. 

(2) Any directions given by the creditors or contributories 
at any generalmeeting shall, in case of conflict, be deemed to 
override any directions given by the committee of inspection . 
( 3) The liquidator 

( a) may summon generalmeetings of the creditors or 
contributories, whenever he thinks fit , for the purpose of 
ascertaining their wishes; 

(6 ) shall summon such meetings at such times as the 
creditors or contributuries, as the case may be , may , by 
resolution , direct, or whenever requested in writing to do so 
by not less than one- tenth in value of the creditors or con . 
tributories, as the case may be. 
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(4) The liquidator may apply to the Court in the manner 
prescribed , if any, for directions in relation to any particular 
matter arising in the winding up . 

(5 ) Subject to the provisions of this Act, the liquldator 
shall use his own discretion in the adıninistration of the assets 
of the company and in the distribution thereof among the 
creditors . 

(6 ) Any person aggrieved by any act or decision of the 
liquidator may apply to the Court; and the Court may confirm , 
reverse or modify the act or decision complained of, and make 
such further order as it thinks just in the circumstances. 

461. Books to be kept by liquidator.- (1) The liquidator shall 
keep , in themanner prescribed , proper books in which he shall 
cause entries or minutes to be made of proceedings at meetings 
and of such other matters as may be prescribed . 

( 2) Any creditor or contributory may , subject to the con . 
trol of the Court, inspect any such books, personally or by his 
agent. 

462. Audit of liquidator s accounts.- ( 1) The liquidator shall, 
at such times as may be prescribed but not less than twice la 
each year during his tenure of office, present to the Court an 
account of his receipts and payments as liquidator . 

( 2 ) The account shall be in the prescribed form , shall be 
made in duplicate, and shall be verified by a declaration in the 
prescribed form . 

(3 ) The Court shall cause the account to be audited in such 
manner as it thinks fit ; and for the purpose of the audit, the 
liquidator shall furnish the Court with such vouchers and infor s . 
mation as the Courtmay require, and the Court may , at any 
time, require the production of, and inspect, any books or 
accounts kept by the liquidator. 

(4 ) . When the accounthas been audited , one copy thereof 
shall be filled and kept by the Court, and the other copy shall 
be delivered to the Registrar for filing ; and each copy shall be 
open to the inspection of any creditor, contributory or person 
interested . 

( 5 ) The liquidator shall cause the account when audited or 
a summary thereof to be printed , and shall send a printed copy 
of the account or summary by post to every creditor and to 
every contributory : 

Provided that the Court may in any case dispense with 
compliance with this sub - section . 

463. Control of Central Government over liquidators-- ( 1) The 
Central Government shall take cognisance of the conduct of 
liquidators of companies which are being wound up by the 
Court, and , if a liquidator does not faithfully perform his duties 
and duly observe all the requirements imposed on him by this 
Act, the rules thereunder , or otherwise, with respect to the 
performance of his duties, or if any complaint is made to the 
Central Government by any creditor or contributory in regard 
thereto , the Central Government shall inquire into the matter, 
and take such action thereon as it may think expedient. 
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(2 ) The Central Government may at any time require any 
liquidator of a company which is being wound up by the Court 
to answer any inquiry in relation to any winding up in which 
he is engaged , and may, if the Central Government thinks fit, 
apply to the Court to examine him or any other person on oath 
concerning the winding up . 

(3 ) The Central Government may also direct a local in 
vestigation to be made of the books and vouchers of the liqui 
dators. 

Committee of inspection 
464, Appointment and Composition of committee of inspection. 
(1) The liquidator shall, within two months from the date 
of the order for the winding up of a company , convene a 
meeting of its creditors (as ascertained from its books and 
documents ) for the purpose of determining whether or not a 
committee of inspection shall be appointed to act with the 
liquidator, and who are to be members of the committee , if one 
is appointed. 

( 2) The liquidator shall , within fourteen days from the 
date of the creditors,meeting or such further time as the Court 
in its discretion may grant for the purpose , convene a meeting 
of the contributories to consider the decision of the creditors 
ineeting and to express the views of the contributories on the 
matters specified in sub - section (1) ; and it shall be open to the 
meeting to accept the decision of the creditors meeting with or 
without modifications or to reject it. 

( 3) Except in the case where the meeting of the contribu 
tories accepts decision of the creditors meeting in its entirety , 
it shall be the duty of the liquidator to apply to the Court for 
directions as to whether there shall be a committee of inspec 
tion ; and , if so, what the composition of the committee shall be, 
and who shall be members thereof. 

465. Constitution and proceedings of committee of inspection. 
( 1 ) A committee of ins tion appointed in pursuance of 
section 464 shall consist of not more than twelve members, being 
creditors and contributories of the company or persosn holding 
general or special powers of attorney from creditors or contri 
butories, in such proportions as may be agreed on by the 
meetings of creditors and contributories , or in case of difference 
of opinion between the meetings, as may be determined by 
the Court. 

( 2 ) The committee of inspection shall have the right to 
inspect the accounts of the liquidator at all reasonable times. 

(3 ) The committee shallmeet at such times as it may from 
time to time appoint, and , failing such appointment, at least 
once a month , and the liquidator or any member of the com 
mittee may also call a meeting of the committee as and when 
he thinks necessary . 

(4 ) The quorum for a meeting of the committee shall be 
one-third of the total number of the members, or two, which 
ever is higher . 

(5 ) The committee may act by a majority of its members 
present at a meeting,but shall not act unless a quorum is present, 
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(6) A member of the committee may resign by notice in 
writing signed by hiin and delivered to the liquidator. 

( 7) If a member of the committee is adjudged an insolvent , 
or compounds or arranges with his creditors, or is absent from 
five consecutive meetings of the committee without the leave of 
those members who, together with himself, represent the credi 
tors or contributories, as the case may be , his office shall become 
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(8 ) A member of the committee may be removed at a meet 
ing of creditors ifhe represents creditors, or ai a meeting of 
contributories if he represents contributories, by an ordinary 
resolution of which seven days notice has been given , stating 
the object of themeeting. 

(9) On a vacancy occurring in the committee, the liquidator 
shall forthwith summon a meeting of creditors or of contributo 
ries, as the case may require , to fill the vacancy ; and the meet 
ing may , by resolution , re-appoint the same, or appoint another 
creditor or contributory to fill the vacancy : 

Provided that if the liquidator, having regard to the position 
in the winding up, is of the opinion that it is unnecessary for 
the vacancy to be filled, he may apply to the Court and the 
Court may make an order that the vacancy shall not be filled , or 
shall not be filled except in such circumstances as may be speci 
fied in the order. 

(10 ) The continuing members of the committee , if not less 
than two , may act notwithstanding any vacancy in the commit 
tee . 

General powers of Court in case of winding up by Court 

466. Power of Court to stay winding up.-( 1 ) The Court may at 
any time after making a winding up order, on the application 
either of the Official Liquidator or of any creditor or contribu 
tory, and on proof to the satisfaction of the Court that all 
proceedings in relation to the winding up ought to be stayed , 
make an order staying the proceedings, either altogether or for 
a limited time, on such terms and conditions as the Court 
think s fit . 

(2 ) On any application under this section , the Courtmay , 
before making an order , require the Official Liquidator to 
furnish to the Court a report with respect to any facts or matters 
which are in his opinion relevant to the application , 

(3 ) A copy of every order made under this section shell 
forthwith be forwarded by the coinpany, or otherwise asmay be 
prescribed, to the Registrar , who shall make a minute of the 
order in his books relating to the company . 
467, Settlement of list of contributories and application of assets. 

(1), As soon as may be aftermaking a winding up order, the 
Court shall settle a list of contributories, with power to rectify 
the register of members in all cases where rectification is re 
quired in pursuance of this Act, and shall cause the assets of the 
company to be collected and applied in discharge of its liabilities: 
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Provided that, where it appears to the Court that it will not 
be necessary to make calls on, or adjust the rights of, contri 
butories , the Court may dispense with the settlement of a list of 
contributories. 

(2) In settling the list of contributories, the Court shall 
distinguish between those who are contributories in their own 
right and those who are contributories as being representatives 
of, or liable for the debts of, others, 

468. Dalivory of property to liquidatox :-The Court may, at 
any time after making a winding up order, require any contri 
butory for the time being on the list of contributories and any 
trustee , receiver, banker, agent, or officer of the company, to 
pay, deliver, surrender or transfer forthwith , or within such 
lime as the Court directs, to the liquidator , any money , property 
or books and papers in his hands to which the company is prima 
facie entitled . 

469. Payment of debts due by contributory and extent of set-off. - 
(1) The Court may, at any time after making a winding up 
order make an order on any contributory for the time being on 
the list of contributories to pay, in the manner directed by the 
order , any money due to the company, from him or froin the 
estate of the person whom he represents , exclusive of any money 
payable by him or the estate by virtue of any call in pursuance 
of this Act. 
( 2) The Court, in making such an order,may 

(a ) in the case of an unlimited company, allow to the 
contributory , by way of set-off, any money due to him or to 
the estate which he represents, from the company, on any 
independent dealing or contract with the company , but not 
any money due to him as a member of the company in res 
pect of any dividend or profit; and 

(b ) in the case of a limited company, make to any direc 
tor ,managing agent, secretaries and treasurers or manager 
whose liability is unlimited, or to his estate, the like allow 

(3) In the case of any company, whether limited or un 
limited , when all the creditors have been paid in full , any 
money due on any account whatever to a contributory from the 
companymay be allowed to him by way of set-off against ony. 
subsequent call. 

with 
470. Power of Court to make calls .- ( 1) The Court may , 
at any time after making a winding up order , and either before 
or after it has ascertained the sufficiency of the assets of the 
company , 

(a) make calls on all or any of the contributories for 
the time being on the list of the contributories, to the 
extent of their liability, for payment of any money which 
the Court considers necessary to satisfy the debts and lia 
bilities of the company, and the costs, charges and expenses 
ofwindinig up , and for the adjustment of the rights of the 
contributories among themselves ; and 

(b) make an order for payment of any calls so made. 
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(2 ) In making a call , the Court may take into consideration 
the probability that some of the contributories may, partly or 
wholly , fail to pay the call. 

471. Payment into bank of moneys due to company.- ( 1) The 
Court 

may order any contributory, purchaser or other 
person from whom any money is due to the company to pay the 
money into the public account of India in the Reserve Bank of 
India instead of to the liquidator . 

(2 ) Any such order may be enforced in the same manner 
as if the Court had directed payment to the liquidator . 

472. Moneys and securities paid into Bank to be subject to order 
of Court. - All noneys, bills, hundis , notes and other securities 
paid or delivered into the Reserve Bank of India in the course 
of the winding up of a company by the Court, shall be subject 
in all respects to the orders of the Court, 

473. Order on contributory to be conclusive evidence.- ( 1) An 
order made by the Court on a contributory shall, subject to any 
right of appeal, be conclusive evidence that the money , if any , 
thereby appearing to be due or ordered to be paid is due. 

(2 ) All other pertinentmatters stated in the order shall be 
taken to be truly stated as against all persons and in all pro 
ceedings whatsoever. 

474. Power to exclude creditors not proving in time. The Court 
may fix a time or times within which creditors are to prove their 
debts or claims, or to be excluded from the benefit of any distri 
bution made before those debts or claims are proved. 

475. Adjustment of rights of contributories. - The Court shall 
adjust the rights of the contributories among themselves, and 
distribute any surplus among the persons entitled thereto. 

476. Power to order costs. — The Court may , in the event of the 
assets being insufficient to satisfy the liabilities , make an order 
for the payment out of the assets, of the costs, charges and ex 
penses incurred in the winding up , in such order of priority 
inter se as the Court thinks just. 

477. Power to summon persons suspected of having property of 
company, etc .--- ( 1) The Courtmay , at any time after the appoint 
ment of a provisional liquidator or the making of a winding up 
order, summon before it any officer of the company or person 
known or suspected to have in his possession any property or 
• books or papers , of the company, or known or suspected to be 
indebted to the company, or any person whom the Court deems 
capable of giving information concerning the promotion , for 
mation , trade , dealings , property , books or papers , or affairs of 
the company. 

(2) The Courtmay examine any officer or person so sum 
moned on oath concerning thematters aforesaid , either by word 
ofmouth or on written interrogatories; and may , in the former 
case , l educe his answers to writing and require him to sign : 
them . 

( 3) The Court may require any officer or person so sum 
moned to produce any books and papers in his custody or power 
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relating to the company; butiwhere he claims any lien on books 
judice to that lien , and the Court shall have jurisdiction in the 
winding up to determine all questions relating to that lien . 

(4) If any officer or person so summoned , after being paid or 
tendered a reasonable sum for his expenses, fails to appear be 
fore the Court at the time appointed ,not having a lawful im 
pediment (made known to the Court at the time of its sitting 
and allowed by it) , the Courtmay cause him to be apprehended 
and broughtbefore the Court for examination . 

478. Fower to order public examination of promoters, directors 
cic.-- ( 1) When an order has been made for winding up a com 
pany by the Court and the Official Liquidator has made a report 
to the Court under this Act, stating that in his opinion a fraud 
has been committed by any person in the promotion or formation 
of the company, or by any Officer of the company in relation to 
the company since its formation , the Court may , after considering 
the report, direct that that person or officer shall attend before 
the Court on a day appointed by it for that purpose , and be 
publicly examined as to the promotion or formation or the con 
duct of the business of the company or as to his conduct and 
dealings as an officer thereof. 

(2) The Official Liquidator shall take part in the examination , 
and for that purpose may , if specially authorised by the Court 
in that behalf, employ such legal assistance as may be sanctioned 
by the Court. 

(3 ) Any creditor or contributory may also take part in the 
examination either personally or by any advocate , attorney or 
pleader entitled to appear before the court. 

(4) The Court may put such questions to the person exa 
mined as it thinks fit . 

(5) The person examined shall be examined on oath , and 
shall answer all such questions as the Courtmay put, or allow . 
to be put, to him . 
(6 ) A person ordered to be examined under this section 

(a ) shall, before his examination , be furnished at his own 
cost with a copy of the Official Liquidator s report; and 

( b ) may at his own cost employ an advocate , attorney or 
pleader entitled to apppear before the Court, who shall be at 
ſiberty to put to him such questions as the Court may deem just 
for the purpose of enabling him to explain or qualify any answers 
given by him . 

(7) (a ) If any such person applies to the court to be excul 
pated from any charges made or suggested against him , it shall 
be the duty of the Official Liquidator to appear on the hearing 
of the application and call the attention of the Court to any 
matters which appear to the Official Liquidator to be relevant . 

(6 ) If the Court, after hearing any evidence given or wit 
nesses called by the Official Liquidator, grants the application , 
u.e Court may allow the applicant such costs as it may think fit. 
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(8 ) "Notes of the examination shall be taken down in writing, 
and shall be read over to or by , and signed by, the person exa 
mined ; and may thereafter be used in evidence against him , and 
shall be open to the inspection of any creditor or contributory 
at all reasonable times . 

(9 ) The Courtmay , if it thinks fit , adjourn the examination 
from time to time. 

( 10 ) An examination under this section may, if the Court 
so directs and subject to any rules made in this behalf, be held 
before any District Judge , or before any officer of the High 
Court, being an Official Referee , Master, Registrar or Deputy 
Registrar . 

(11 ) The powers of the Court under this section as to the 
conduct of the examination , but not as to costs,may be exercised 
by the Judge or officer before whom the examination is held in 
pursuance of sub- section (10 ) . 

479. Power to arrest absconding contributory. - At any time 
either before or after making a winding up order the Court may , 
on proof of probable cause for believing that a contributory is 
about to quit India or otherwise abscond , or is about to 
remove or conceal any of his property , for the purpose of evad 
ing payment of calls or of avoiding examination respecting the 
affairs of the company, cause 

(a ) the contributory to be arrested and safely kept until 
such time as the Court may order ; and 

(6 ) hisbooks and papers and movable property to be 
seized and safely kept until such time as the Court may order . 

480. Saving of existing powers of Court. - Any powers conferred on 
the Court by this Act shall be in addition to , and not in deroga 
tion of, any existing powers of instituting proceedings against 
any contributory or debtor of the company, or the estate of any 
contributory or debtor , for the recovery of any call or other 
sums. 

481. Dissolution of company.- (1 ) When the affairs of a company 
have been completely wound up , the Court shall make an order 
that the company be dissolved from the date of the order, and 
the company shall be dissolved accordingly . 

(2 ) A copy of the order shall, within fourteen days from the 
date thereof, be forwarded by the Liquidator to the Registrar 
who shall make in his books a minute of the dissolution of the 
company. 

( 3 ) If the liquidator makes default in forwarding a copy as 
aforesaid , he shall be punishable with fine which may extend to 
fifty rupees for every day during which the default continues. 

Enforcement of and appeal from orders. 
482. Order made in any Court to be enforced by other Courts. 
Any order made by a Court for , or the course of, winding up 
a company shall be enforceable at any place in India , other than 
that over which such Court has jurisdiction , by the Court which 
would have had jurisdiction, in respect of the company if its 
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registered office had been situate at such other place, and in the 
samemanner in allrespects as if the order had been made by 
that Court. 

483. Appeals from orders.-- Appeals from any order made, or 
decision given , in the matter of the winding up of a company by 
the Court shall lie to the same Court to which , in the same 
manner in which , and subject to the same conditions under 
which , appeals lie from any order oi decision of the Court in 
cases within its ordinary jurisdiction . 


CHAPTER III 

VOLUNTARY WINDING UP 
Resolutions for , and commencementof, voluntary winding up 

484. Circumstances in which company may be wound up volun 
tarily. ( 1) A company may be wound up voluntarily 

(a ) when the period, if any, fixed for the duration of the 
company by the articles has expired , or the event, if any, 
has occurred , on the occurrence of which the articles provide 
that the company is to be dissolved , and the company in 
general meeting passes a resolution requiring the company 
to be wound up voluntarily ; 

(b ) if the company passes a special resolution that the 
company be wound up voluntarily . 

(2 ) In this Act, the expression " a resolution for voluntary 
winding up ” means a resolution passed under clause (a ) or (6 ) 
of sub - section ( 1 ) 

485. Publication of resolution to wind up voluntarily.- ( 1) When a 
company has passed a resolution for voluntary winding up it 
shall, within fourteen days of the passing of the resolution , give 
notice of the resolution by advertisement in the Official Gazette , 
and also in some newspaper circulating in the district where the 
registered office of the company is situate . 

( 2 ) If default is made in complying with sub - section ( 1), the 
company, and every officer of the company who is in default, 
shall be punishable with fine which may extend to fifty rupees 
for every day during which the default continues . 

For the purposes of this sub -section , a liquidator of the 
company shall be deemed to be an officer of the company. 

486. Commencementof voluntary winding up . - A voluntary wind 
ing up shall be deemed to commence at the time when the 
resolution for voluntary winding up is passed . 

Consequences of voluntary winding up 
437. Effect of voluntary winding up on status of company . - In 
the case of a voluntary winding up , the company shall, from the 
commencement of the winding up, cease to carry on its business , 
except so far as may be required for the beneficial winding up 
of such business : 

Provided that the corporate state and corporate powers of 
the company shall continue until it is dissolved . 
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Declaration of Solvency . 
488. Declaration of solvency in case of proposal to wind up volun 
tarily, - (1) Where it is proposed to wind up a company volun 
tarily, its directors , or in case the company has more than two 
directors , themajority of the directors , may, at a meeting of the 
Board , make a declaration verified by an affidavit , to the effect : 
that they have made a full inquiry into the affairs of the com 
pany , and that having done so, they have formed the opinion 
that the company has no debts , or that it will be able to pay its 
debts in full within such period not exceeding three years from 
the commencement of the winding up as may be specified in the 
declaration . 

(2 ) A declaration made as aforesaid shall have no effect for 
the purposes of this Act, unless 

(a ) it is made within the five weeks immediately preced 
ing the date of the passing of the resolution for winding 
up the company and is delivered to the Registrar for regis 
tration before that date ; and 

(6 ) it embodies a statement of the company s assets and 
liabilities as at the latest practicable date before the making 
of the declaration . 

( 3) Any director of a company making a declaration under 
this section without having reasonable grounds for the opinion 
that the company will be able to pay its debts in full within the 
period specified in the declaration , shall be punishable with 
imprisonment for a term which may extend to six months, or 
with fine which may extend to five thousand rupees, or with both . 

(4) If the company is wound up in pursuance of a resolution 
passed within the period of five weeks after the making of the 
declaration , but its debts are not paid or provided for in full 
within the period specified in the declaration , it shall be pre 
sumed , until the contrary is shown, that the director did not 
have reasonable grounds for his opinion . 

( 5 ) A winding up in the case of which a declaration has been 
made and delivered in accordance with this section is in this Act 
referred to as " a members voluntary winding up " ; and a 
winding up in the case of which a declaration has not been so 
made and delivered is in this Act referred to as " a creditor 
voluntary winding - up ” . 
Provisions applicable to a Members Voluntary Winding Up 

489. Provisions applicable to a members voluntary winding up. 
The provisions contained in sections 490 to 498, both inclusive , 
shall subject to the provisions of section 498 , apply in relation 
to a members voluntary winding up . 

490. Power of company to appointend fix remuneration of liqui 
dators.- (1) The company in general meeting shall 

(a ) appoint one or more liquidators for the purpose of 
winding up the affairs and distributing the assets of the 
company; and 
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(6) fix the remuneration , if any, to be paid to the liqui: 
dator or liquidators. " 

(2) Any remuneration so fixed shall not be increased in any 
circumstances whatever, whether with or without the sanction 
of the Court. 

(3) Before the remuneration of the liquidator or liquidators 
is fixed as aforesaid, the liquidator, or any of the liquidators, as 
the case may be , shall not take charge of his office. 

491. Board s powers to cease on appointment of liquidator.- 
On the appointment of a liquidator, all the powers of the Board 
of directors and of the managing or whole -time directors, 
managing agent, secretaries and treasurers , and manager, if 
there be any of these , shall , cease except for the purpose of 
giving notice of such appointment to the Registrar in pursuance 
of section 493 or in so far as the company in generalmeeting or 
the liquidatormay sanction the continuance thereof. 

492. Power to fill vacancy in office of liquidator.— (1) If a vacancy 
cocurs by death , resignation or otherwise in the office of any 
liquidator appointed by the company, the company in general 
meeting may , subject to any arrangement with its creditors, 
fill the vacancy . 

( 2) For that purpose, a general meeting may be convened 
by any contributory , or by the continuing liquidator or liqui 
dators if any. 

( 3) The meeting shall be held in the manner provided by this 
Act or by the articles, or in such other manner as the Court 
may , on application by any contributory or by the continuing 
liquidator or liquidators, determine. 

493. Notice of appointment of liquidator to be given to Registrar. 
( 1 ) The company shall give notice to the Registrar of the appoint 
ment of a liquidator or liquidators made by it under section 
490 , of every vacancy occurring in the office of liquidator , and 
of the name of the liquidator or liquidators appointed to fill 
every such vacancy under section 492 . 

( 2 ) The notice aforesaid shall be given by the company 
within ten days of the event to which it relates. 

(3) If default is made in complying with sub-section (1) or (2) 
the company , and every officer of the company ( including every 
liquidator or continuing liquidator ) who is in default, shall be 
punishable with fine which may extend to one hundred rupees 
for every day during which the default continues. 

494. Power of liquidator to accept shares, etc., as consideration 
for sale of properiy of company.- ( 1 ) Where 

(a ) a company (in this section called " the transferor 
company " ) is proposed to be, or is in course of being , wound 
up altogether voluntarily ; and 

(b ) the whole or any part of its business or property is 
proposed to be transferred or sold to another company , 
whether a company within the meaning of this Act or not 
(in thissection called “ the transferee company" ) ; 
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The liquidator of the transferor company may , with the sanction 
of a special resolution of that company conſecring on the liqui 
dator either a general authority or an authority in respect of any 
particular arrangement, -- 

(i) receive, by way of compensation or part compensa 
tion for the transfer or sale , shares , policies , or other like 
interests in the transferee compnay, for distribution among 
the members of the transferor company; or 

(ii) enter into any other arrangement whereby the 
members of the transferor company may , in lieu of receiving 
cash , shares , policies, or other like interests or in addition 
there to , participate in the profits of, or receive any other 
benefit from , the transferee company . 

( 2) Any sale or arrangement in pursuance of this section 
shall be binding on the members of the transferor company. 

(3) If any member of the transferor company who did not 
yote in favour of the special resolution expresses his dissent 
therefrom in writing addressed to the liquidator, and left at the 
registered office of the company within seven days after the 
passing of the resolution , he may require the liquidator either 


(a) to abstain from carrying the resolution into effect; 


or 


(6 ) to purchase his interest at a price to be determined 
by agreement, or by arbitration in the manner provided by 
this section . 

(4 ) If the liquidator elects to purchase the member s 
interest, the purchase money shall be paid before the com 
pany is dissolved , and be raised by the liquidator in such manner. 
as may be determined by special resolution . 

(5) . A special resolution shall not be invalid for the purpo 
ses of this section by reason only that it is passed before or 
concurrently with a resolution for voluntary winding up or for 
appointng liquidators; but if an order is made within a year 
for winding up the company by or subject to the supervision of 
the Court, the special resolution shall not be valid unless it is 
sanctioned by the Court. 

(6 ) The provisions of the Arbitration Act, 1940 ( X of 1940 ), 
other than those restricting the application of that Act in respect 
of the subject matter of the arbitration , shall apply to all arbitra 
tions in pursuance of this section . 

495. Duty of liquidator to call creditors meeting in case of 
insolvency -- (1 ) If , in the case of a winding up.commenced after 
the commencement of this Act, the liquidator is at any time of 
opinion that the company will not be able to pay its debts in full 
within the period stated in the declaration under section 488 ; 
or that period has expired without the debts having been paid 
in full , he shall forthwith summon a meeting of the creditors, 
and shall lay before the meeting a statement of the assets and 
liabilities of the company . 

(2) If the liquidator fails to comply with sub-section (1) 
he shall be punishable with fine which may extend to five 


hundred rupees . 
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496. Duly of liquidator to call general meeting at end of cach 
year: - (1) subject to the provisions of section 498, in the event 
of the winding up continuing for more than one year, the liqui : 

(a ) call a generalmeeting of the company at the end 
of the first year from the commencement of the winding up, 
and at the end of each succeeding year , or as soon there s 
after as may be convenient within three months from the 
end of the year or such longer period as the CentralGovern 
mentmay allow ; and 

(6 ) lay before the meeting an account of his acts and 
dealings and of the conduct of the winding up during the 
preceding year, together with a statement in the prescribed 
form and containing the prescribed particulars with respect 
to the proceedings in , and position of the liquidation . 

( 2 ) If the liquidator fails to comply with sub -section ( 1) , he 
shall be punishable , in respect of each failure , with fine which 
may extend to one hundred rupees. 

497. Final meeting and dissolution .- ( 1 ) Subject to the pro 
visions of section 498 , as soon as the affairs of the company are 
fully wound up , the liquidator shall 

(a) make up an account of the winding up , showing 
how the winding up has been conducted and the property 
of the company has been disposed of; and 

(6 ) call a general meeting of the company for the 
purpose of laying the account before it, and giving any. 
explanation thereof. 
( 2 ) The meeting shall be called by advertisment 

(a ) specifying the time, place and object of the 
meeting; and 

(6 ) published not less than one month before the meet 
ing in the Official Gazette , and also in some newspaper 
circulating in the district where the registered office of the 
company is situate. 

( 3 ) Within one week after the meeting , the liquidator shall 
send to the Registrar a copy of the account, and shall make a 
return to him of the holding of the meeting and of the date 
thereof . 

If the copy is not so sent or the return is not so made, the 
liquidator shall be punishable with fine which may extend to 
fifty rupees for every day during which the default continues. 

( 4) If a quorum is not present at the meeting aforesaid , the 
liquidator shall, in lieu of the return referred to in sub -section 
( 3) , make a return that the meeting was duly called and that 
no quorum was present thereat. 

Upon such a return being made within one week after the 
date fixed for the meeting, the provisions of sub-section (3) as 
to the making of the return shall be deemed to have been com 
plied with . 

(5) The Registrar , on receiving the account and either the 
return mentioned in sub -section (3 ) or the return mentioned in 
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sub -section (4 ) , shall forthwith register them and on the expira 
tion of threemonths from such registration , the company shall 
be deemed to be dissolved : 

Provided that the Court may, on the application of the liqui 
dator or of any other person who appears to the Court to be 
interested , 
make an order deferring the date at which the dissolution of the 
company is to take effect, for such time as the Court thinks fit. 

(6 ) It shall be the duty of the person on whose application an 
order of the Court under the foregoing proviso ismade, within 
twenty -one days after the making of the order, to deliver to the 
Registrar a certified copy of the order for registration , and if 
that person fails so to do, he shall be punishable with fine which 
may extend to one hundred rupees for every day during which 
the default continues. 

(7 ) If the liquidator fails to call a generalmeeting of the com 
pany as required by this section , he shall be punishable with 
fine which may extend to five hundred rupees. 

498. Alternative provisions as to annual and final meetings in 
case of insolvency: -Where section 495 has effect, sections 508 and 
509 shall apply to the winding up, to the exclusion of sections 
496 and 497, as if the winding up were a creditors voluntary 
winding up and not a members voluntary winding up : 

Provided that the liquidator shall not be required to call a 
meeting of creditors under section 508 at the end of the first year 
from the commencement of the winding up, unless the meeting 
held under section 495 has been held more than three months 
before the end of that year. 
Provisions applicable to a Creditors? Voluntary Winding Up 

499. Provisions applicable to a creditors Voluntary winding up. 

The provisions contained in sections 500 to 509 both inclu 
sive, shall apply in relation to a creditors Voluntary winding up . 

500. Meeting of creditors,:-- ( 1) The company shall cause a 
meeting of the creditors of the company to be called for the day, 
or the day next following the day, on which there is to be held 
the general meeting of the company at which the resolution for 
voluntary winding up is to be proposed , and shall cause notices 
of the meeting of creditors to be sent by post to the creditors 
simultaneously with the sending of the notices of the meeting 
of the company . 

( 2) The company shall cause notice of themeeting of the 
creditors to be advertised once at least in the OfficialGazette 
and once at least in two newspapers circulating in the district 
where the registered office or principal place of business of the 
company is situate . 

( 3) The Board of directors of the company shall 

( a ) cause a full statement of the position of the company s 
affairs together with a list of the creditors of the company and 
the estimated amount of their claims to be laid before the meet 
ing of the creditors to be held as aforesaid ; and 
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(6) appoint one of their number to preside at the said 
meeting. 

(4) It shall be the duty of the director appointed to preside 
at the meeting of creditors to attend the meeting and preside 
thereat. 

- (5 ) If the meeting of the company at which the resolution 
for voluntary winding up is to be proposed is adjourned and the 
resolution is passed at an adjourned meeting, any resolution 
passed at the meeting of the creditors held in pursuance of sub 
section ( 1) shall have effect as if it had been passed immediately 
after the passing of the resolution for winding up the company. 
( 1 ) If default is made 

(a ) by the company , in complying with sub-sections 
( 1) and (2 ); 

(6 ) by its Board of directors, in complying with 
sub -section ( 3) ; 

(c ) by any director of the company, in complying with 
sub - section ( 4 ) ; 
the company , each of the directors, or the director , as the case 
may be, shall be punishable with fine which may extend to one 
thousand rupees and , in the case of default by the company, 
every officer of the company who is in default, shall be liable to 
the like punishment. 

501. Notice of resolutions passed by creditors meeting to be 
given to Registrar:-(1) Notice of any resolution passed at a 
creditors meeting in pursuance of section 500 shall be given by 
the company to the Registrar within ten days of the passing 
thereof. 

(2) If default is made in complying with sub -section (1) , the 
company, and every officer of the company who is in default, 
shall be punishable with fine which may extend to fifty rupees 
for every day during which the default continues. 

For the purposes of this section, a liquidator of the company 
shall be deemed to be an officer of the company . 

502. Appointment of liquidator :-(1) The creditors and the 
company at their respective meetings mentioned in section 500 
may nominate a person to be liquidator for the purpose of wind 
ing up the affairs and distributing the assets of the company. 

( 2) If the creditors and the company nominate different 
persons, the person nominated by the creditors shall be liquidator: 

Provided that any director , member or creditor of the com 
pany may , within seven days after the date on which the nomi 
nation was made by the creditors , apply to the Court for an 
order either directing that the person nominated as liquidator 
by the company shall be liquidator instead of or jointly with the 
person nominated by the creditors, or appointing the Official 
Liquidator or some other person to be liquidator instead of the 
person appointed by the creditors. 

( 3 ) If no person is nominated by the creditors , the person , 
if any, nominated by the company shall be liquidator. 

( 4) If no person is nominated by the company, the person , 
if any , nominated by the creditors shall be liquidator . 


to 
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503. Appointment of committee of inspection:-(1) The cre . 
ditors at the meeting to be held in pursuance of section 500 or 
at any subsequentmeeting may , if they think fit, appoint a com 
mittee of inspection consisting of not more than five persons. 

(2) If such a committee is appointed , the company may, 
either at themeeting at which the resolution for voluntary wind 
ing up is passed or at any subsequent general meeting, appoint 
such number of persons (not exceeding five ) as they think fit 
to act as members of the committee : 

Provided that the creditors may, if they think fit, resolve 
that all or any of the persons so appointed by the company ought 
not to be members of the committee of inspection . 

(3 ) I the creditors so resolve, the personsmentioned in the 
resolution shall not, unless the Court otherwise directs, be quali 
fied to act as members of the committee . 

( 4 ) On any application to the Court for a direction under 
sub-section ( 3) , the Court may, if it thinks fit, appoint other 
persons to act asmembers of the committee of inspection in the 
place of the persons mentioned in the creditors resolution . 

(5 ) Subject to the provisions of sub-sections (1) to (4 ) and 
to such rules as may be made by the Central Government, the 
provisions of section 465 ( except sub-section ( 1) thereof) shall 
apply with respect to a committee of inspection appointed under 
this section as they apply with respect to a committee of 
inspection appointed in a winding up by the Court. 

504. Fixing of liquidators remuneration .- ( 1) The committee of 
inspection , or if there is no such committee , the creditors , may 
fix the remuneration to be paid to the liquidator or liquidators. 

( 2 ) Where the remuneration is not so fixed , it shall be deter 
mined by the Court. 

(3 ) Any remuneration fixed under sub-section (1) or (2) 
shall not be increased in any circumstances whatever, whether 
with or without the sanction of the Court. 

505. Board s powers to cease on appointment of liquidator. 
On the appointment of a liquidator , all the powers of the Board 
of directors shall cease , except in so far as the committee of ins 
pection , or if there is no such committee , the creditors in general 
meeting, may sanction the continuance thereof. 

506. Power to fill vacancy in office of liquidator . - If a vacancy 
occurs by death , resignation or otherwise, in the office of a liqui 
dator (other than a liquidator appointed by, or by the direction 
of, the Court) , the creditors in general meeting may fill the 
vacancy . 

507. Application of section 494 to a creditors voluntary wind 
ing up . The provisions of section 494 shall apply in the case of 
a creditors voluntary winding up as in the case of a members 
voluntary winding up , with themodification that the powers of 
the liquidator under that section shall not be exercised except 
with the sanction either of the Court or of the committee of ins 
pection . 

508. Duty of liquidator to call meetings of company and of credi 
tors at end of each year.- ( 1) In the event of the winding up con 
tinuing for more than one year , the liquidator shali 
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(a ) call a general meeting of the company and a meet 
ing of the creditors at t.the end of the first year from 
the commencement of the winding up and at the end of each 
succeeding year, or as soon thereafter as may be convenient 
within three months from the end of the year or such longer 
period as the Central Governmentmay allow ; and 

(b ) lay before the meetings an account of his acts and 
dealings and of the conduct of the winding up during the 
preceding year,together with a statement in the prescribed 
form and containing the prescribed particulars with respect 
to the proceedings in , and position of, the winding up . 

(2) If the liquidator fails to comply with sub -section (1), he 
shall be punishable, in respect of each failure, with fine which 
may extend to one hundred rupees. 

"509. Final meeting and dissolution.- ( 1) As soon as the 
affairs of the company are fully wound up, the liquidator shall 

(a ) make up an account of the winding up, showing how 
the winding up has been conducted and the property of the 
company has been disposed of; and 

(6 ) call a general meeting of the company and a meet 
ing of the creditors for the purpose of laying the account be 
fore the meetings and giving any explanation thereof. 
(2 ) Each such meeting shall be called by advertisement 

(a ) specifying the time, place and object thereof; and 

(6 ) published not less than onemonth before the ineet 
ing in the Official Gazette and also in some newspaper circu 
lating in the district where the registered office of the com 
pany is situate . 

(3 ) Within one week after the date of the meetings, or if 
the meetings are not held on the same date , after the date of the 
later meeting, the liquidator shall send to the registrar a copy 
of the account, and shall make a return to him of the holding of 
themeetings and of the date or dates on which they were held , 

If the copy is not so sent or the return is not so made , the 
liquidator shall be punishable with fine which may extend to 
fifty rupees for everyday during which the default continues. 

(4 ) If a quorum (which for the purposes of this section 
shall be two persons) is not present at either of such meetings, 
the liquidator shall, in lieu of the return referred to in sub -sect 
tion ( 3) , make a return that the meeting was duly called and 
that no quorum was present thereat . 

Upon such a return being made within one week after the 
date fixed for the meeting, the provisions of sub -section (3) as 
to the making of the return shall, in respect of that meeting be 
deemed to have been complied with . 

(5) On receiving the account and also, in respect of each 
such meeting, either the return mentioned in sub -section (3) or 
the return mentioned in sub-section (4 ), the registrar shall forth 
with register them , and on the expiration of three months from 
their registration , the company shall be deemed to be dissolved : 
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Provided that the Courtmay, on the application of the liqui 
dator or of any other person who appears to the Court to be 
interested , make 
an order deferring the date at which the dissolution of the 
company is to take effect for such time as the Court thinks fit. 

(6 ) It shall be the duty of the person on whose application 
an order is made by the Court under the foregoing proviso , 
within twenty -one days after the making of the order, to deliver 
to the Registrar a certified copy of the order for registration , 
and if that person fails so to do, he shall be punishable with fine 
which may extend to one hundred rupees for every day during 
which the default continues. 

( 7) If the liquidator fails to call a general meeting of the 
company or a meeting of the creditors as required by this 
section , he shall be punishable, in respect of each such failure. 
with fine which may extend to five hundred rupees. 

Provisions applicable to every voluntary winding up 
510. Provisions applicable to every voluntary winding up. - The 
provisions contained in sections 511 to 521, both inclusive , 
shall apply to every voluntary winding up, whether a members 
or a creditors winding up . 

511. Distribution of property of company . --Subject to the 
provisions of this Act as to preferential payments, the assets 
of a company shall, on its winding up, be applied in satisfaction 
of its liabilities pari passu and, subject to such application , shall, 
unless the articles otherwise provide, be distributed among the 
members according to their rights and interests in the company . 

512. Powers and duties of liquidator in voluntary winding up . 
( 1 ) The liquidator may , 

(a ) in the case of a members voluntary winding up , 
with the sanction of a special resolution of the company , and 
in the case of a creditors voluntary winding up , with the 
sanction of the Court or, the committee of inspectio or, if 
there is no such committee , of a meeting of the creditors, 
exercise any of the powers given by clauses (i) to (iv ) of 
sub -section ( 2 ) of section 457 to a liquidator in a winding up 
by the Court ; 

(b ) without the sanction referred to in clause (a ) , 
exercise any of the other powers given by this Act to the 
liquidator in a winding up by the Court ; 

( c) exercise the power of the Court under this Act of 
settling a list of contributories (which shall be prima facie 
evidence of the liability of the persons named therein to be 
contributories ) ; 

( d ) exercise the power of the Court ofmaking calls ; 

(e ) call general meetings of the company for the pur 
pose of obtaining the sanction of the company by ordinary 
or special resolution , as the case may require , or for any 
other purpose he may think fit. 
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(2) The exercise by the liquidator of the powers given by 
clause (a) of sub -section ( 1) shall be subject to the control of 
the Court ; and any creditor or contributory may apply to the 
Court with respect to any exercise or proposed exercise of any 
of the powers conferred by this section . 

(3) The liquidator shall pay the debts of the company and 
shall adjust the rights of the contributories among themselves. 

(4 ) When several liquidators are appointed , any power given 
by this Actmay be exercised by such one 

or more of them as 
may be determined at the time of their appointment, or , in 
default of such determination ,by any number of them not being 
less than two. 

513. Body corporate not to be appointed as liquidator .-(1) 
A body corporate shall not be qualified for appointment as liqui 
dator of a company in a voluntary winding up. 

(2 ) Any appointment made in contravention of sub - section 
( 1 ) shall be void . 

(3) Any body corporate which acts as liquidator of a com 
pany , and every director, the managing agent or secretaries and 
treasurers, or a manager thereof, shall be punishable with fine 
which may extend to one thousand rupees . 

514. Corrupt inducement affecting appointment as liquidator.- 
Any person who gives, or agrees or offers to give, to anymember 
or creditor of a company any gratification whatever with a 
view to 

(a ) securing his own appointment or nomination as 
the company s liquidator ; or 

(6 ) securing or preventing the appointment or nomi 
nation of some person other than himself, as the company s 

liquidator ; 
shall be punishable with fine which may extend to one thousand 
rupees. 

515. Power of Court to appoint and remove liquidator in 
voluntary winding up.- ( 1) If from any cause whatever, there is 
no liquidator acting, the Court may appoint a liquidator. 

( 2) The Court may, on cause shown, remove a liquidator and 
appoint another liquidator. 

516. Notice by liquidator of his appointment.-- (1) The liqui 
dator shall, within twenty -one days after his appointment, 
publish in the Official Gazette, and deliver to the Registrar for 
registration , a notice of his appointment in the form prescribed . 

(2). If the liquidator fails to comply with sub -section (1), he 
shall be punishable with fine which may extend to fitfy rupees 
for everyday during which the default continues. 
Any arrangement entered into between a company about to be, 

517. Arrangement when binding on company and creditors.- (1) 
or in the course of being, wound up and its creditors shall, sub 
ject to the right of appeal under this section , be binding on the 
company and on the creditors if it is sanctioned by a special 
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resolution of the company and acceded to by three-fourths in 
number and value of the creditors . 

(2 ) Any creditor or contributory may , within three weeks 
from the completion of the arrangement, appeal to the Court 
against it and the Courtmay thereupon , as it thinks just, amend , 
vary , confirm or set aside the arrangement. 

518. Power to apply to Court to have questions determined or 
powers exercised.- ( 1) The liquidator or any contributory or 
creditor may apply to the Court 

( a ) to determine any question arising in the winding up 
of a company ; or 

(b ) to exercise, as respects the enforcing of calls, the 
staying of proceedings or any other matter, all or any of 
the powers which the Court might exercise if the company 
were being wound up by the Court. 

(2 ) The liquidator or any creditor or contributory may 
apply to the Court specified in sub -section (3) for an order 
setting aside any attachment, distress or execution put into 
force against the estate or effects of the company after the com 
mencement of the winding up. 
(3) An application under sub-sectin (2) shall be made 

( a ) if the attachment, distress or execution is levied or 
put into force by a High Court, to such High Court; and 

(b ) if the attachment, distress or execution is levied or 
put into force by any other Court, to the Court having 
jurisdiction to wind up the company. 

( 4 ) The Court, if satisfied on an application under sub -sec 
tion ( 1) or ( 2) that the determination of the question or the 
required exercise of power or the order applied for will be just 
and beneficial,may accede wholly or partially to the application 
on such terms and conditions as it thinks fit or may make such 
other order on the application as it thinks just. 

(5 ) A copy of an order staying the proceedings in the wind 
ing up , made by virtue of this section , shall forthwith be for 
warded by the company, or otherwise as may be prescribed , to 
the Registrar , who shallmake a minute of the order in his books 
relating to the company . 

519. Application of liquidator to Court for public examination of 
promoters, directors ,etc.- ( 1) The liquidator may make a report 
to the Court stating that in his opinion a fraud has been 
committed by any person in the promotion or formation of the 
company or by any officer of the company in relation to the 
company since its formation ; and the Court may, after consider 
ing the report, direct that that person or officer shall attend be 
fore the Court on a day appointed by it for that purpose, and be 
publicly examined as to the promotion or formation or the 
conduct of the business of the company, or as to his conduct and 
dealings as officer thereof. 

(2 ) The provisions of sub - sections (2 ) to (11) of section 478 
shall apply in relation to any lexamination directed under sub 
section (1) as they apply in relation to an examination directed 


242 


under sub-section (1) of section 478 with references to the liquis 
dator being substituted for references to the Official Liquidator 
in those provisions. 

520. Costs of voluntary winding up.--- All costs, charges and 
expenses properly incurred in the winding up, including the 
remuneration of the liquidator, shall, subject to the rights of 
secured creditors, if any , be payable out of the assets of the 
company in priority to all other claims. 

521. Saving of rightof creditors and contributories to apply for 
winding up .-- The voluntary winding up of a 
shall not bear the right of any creditor or contributory to have 
it wound up by the Court, but in the case of an application by a 
contributory, the Court must be satisfied that the rights of the 
contributories will be prejudiced by a voluntary winding up . 
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CHAPTER IV 
WINDING UP SUBJECT TO SUPERVISION OF COURT 
522. Power to order winding up subject to supervision .- At 
any time after a company has passed a resolution for voluntary 
winding up, the Court may make an order that the voluntary 
winding up shall continue, but subject to such supervision of 
the Court, and with such liberty for creditors , contributories or 
others to apply to the Court , and generally on such terms and 
conditions, as the Court thinks just. 

523. Effect of petition for winding up subject to supervision. 
A petition for the continuance of a voluntary winding up subject 
to the supervision of the Court shall , for the purpose of giving 
jurisdiction to the Court over suits and legal proceedings, be 
deemed to be a petition for winding up by the Court . 

524. Power of Court to appoint or remove liquidators. 
(1 ) Where an order is made for a winding up subject to super 
vision , the Courtmay , by that or any subsequent order , appoint 
an additional liquidator or liquidators. 

(2 ) The Courtmay remove any liquidator so appointed or 
any liquidator continued under the supervision order, and fill 
any vacancy occasioned by the removal, or by death or resigna 
tion . 

525. Powers and obligations of liquidator appointed by Court 
A liquidator appointed by the Court under section 524 shall 
have the same powers, be subject to the same obligations, and 
in all respects stand in the same position , as if he had been duly 
appointed in accordance with the provisions of this Act with 
respect to the appointment of liquidators in a voluntary winding 
up . 

526. Effect of supervision order .- (1) Where an order is made 
for a winding up subject to supervision , the liquidator may, 
subject to any restrictions imposed by the Court, exercise all his 
powers ,without the sanction or intervention of the Court, in the 
samemanner as if the company were beingwound up altogether 
voluntarily . 

(2) Except as provided in sub -section ( 1) , any order made 
by the Court for a winding up subject to the supervision of the 
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Court shall for all purposes, including the staying of suits and 
other proceedings, be deemed.to be an order of the Court for 
winding up the company by the Court; and shall confer full 
authority on the Court to make calls or to enforce calls made by 
the liquidators, and to exercise all other powers which it might 
have exercised if an order had been made for winding up the 
company altogether by the Court. 

( 3) In the construction of the provisions whereby the Court 
is empowered to direct any act or thing to be done to or in 
favour of the liquidator, the expression " liquidator" shall be 
deemed to mean the liquidator conducting the winding up , sub 
ject to the supervision of the Court. 

527. Appointment in certain cases of voluntary liquidators to 
office of liquidators. - Where an order has been made for winding 
up a company subject to supervision , and an order is afterwards 
made for winding up by the Court, the Court may, by the last 
mentioned or any subsequent order , appoint any person or per 
sons who are then liquidators, either provisionally or perma 
nently , to be liquidator or liquidators in the winding up by the 
Court in addition to , and subject to the control of, the Official 
Liquidator . 


CHAPTER V 
PROVISIONS APPLICABLE TO EVERY MODE OF WINDING UP 

Proof and ranking of claims 
528. Debts of all descriptions to be admitted to proof. - In every 
winding up (subject, in the case of insolvent companies, to the 
application in accordance with the provisions of this Act of the 
law of insolvency) , all debts payable on a contingency , and all 
claims against the company , present or future, certain or contin 
gent, ascertained or sounding only in damages, shall be ad 
missible to proof against the company , a just estimate being 
made, so far as possible, of the value of such debts or claims as 
may be subject to any contingency, or may sound only in 
damages, or for some other reason may not bear a certain value . 

529. Application of insolvency rules in winding up of insolvent 
companies.- ( 1) In the winding up of an insolvent company, the 
same rules shall prevail and be observed with regard to 

(a ) debts provable ; 

(6 ) the valuation of annuities and future and contingent 
liabilities; and 

( c) the respective rights of secured and unsecured cre 
ditors; as are in force for the time being under the law of 
insolvency with respect to the estates of persons adjudged 
insolvent. 

(2) • All persons who in any such case would be entitled to 
prove for and receive dividends out of the assets of the company, 
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may come in under the winding up , and make such claims 
against the company as they respectively are entitled to make 
by virtue of this section . 

530. Preferential payments:-(1) In a winding up , there shall 
be paid in priority to all other debts 

(a ) all revenues, taxes, cesses and rates due from the 
company to the Central or a State Government or to a local 
authority at the relevant date as defined in clause (c) of 
sub- section (8 ) , and having become due and payable within 
the twelve monthsnext before that date ; 

(b ) all wages or salary (including wages payable for 
time or piece-work and salary earned wholly or in part by 
way of commission of any employee , in respect of services 
rendered to the company and due for a period not exceeding 
fourmonths within the twelve months next betore the rele 
vant date , subject to the limit specified in sub- section ( 2) ; 

(c ) all accrued holiday remuneration becoming payable 
to any employee , or in the case of his death to any other 
person in his right, on the termination of his employment be 
fore, or by the effect of, the winding up order or resolution ; 

(d ) unless the company is being wound up voluntarily 
merely for the purposes of reconstruction or of amalga 
mation with another company , all amounts due, in respect of 
contributions payable during the twelve months next before 
the relevant date , by the company as the employer of any 
persons, under the Employees State Insurance Act, 1948 
(XXXIV of 1948 ) , or any other law for the time being in 
force ; 

( e ) unless the company is being wound up voluntarily 
merely for the purposes of reconstruction or of amalga 
mation with another company, or unless the company has, at 
the commencement of the winding up , under such a contract 
with insurers as is mentioned in section 14 of the Workmen s 
Compensation Act, 1923 (VIII of 1923), rights capable of 
being transferred to and vested in the workman, all amounts 
due in respect of any compensation or liability for compen 
sation under the said Act in respect of the death or disable: 
ment of any employee of the company; 

(f) all sums due to any employee from a provident fund, 
a pension fund, a gratuity fund or any other fund for the 
welfare of the employees, maintained by the company; and 

(g ) the expenses of any investigation held in pursuance 
of section 235 or 237 , in so far as they are payable by the 
company . 

(2) The sum to which priority is to be given under clause 
(b ) of sub -section (1) , shall not, in the case of any one claimant, 
exceed one thousand rupees: 

Provided that where a claimant is a labourer in husbandry 
who has entered into a contract for the payment of a portion of 
his wages in a lump sum at the end of the year of hiring, he 
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shall have priority in respect of the whole of such sum , or a 
part thereof, as the Court may decide to be due under the con 
tract, proportionate to the time of service up to the relevant date . 

(3 ) Where any compensation under the Workmen s Compen 
sation Act, 1923 (VIII of 1923) is a weekly payment, the amount 
due in respect thereof shall, for the purposes of clause (e) of 
sub - section (1 ), be taken to be the amount of the lump sum for 
which the weekly payment could , if redeemable, be redeemed if 
the employer made an application for that purpose under the 
said Act. 

Where any payment has been made to any employee of 
a company , 

(i) on account of wages or salary ; or 

(ii) to him , or in the case of his death , to any other per 
son in his right, on account of accrued holiday, remuneration , 
out of money advanced by some person for that purpose, the per 
son by whom the money was advanced shall , in a winding up , 
have a rightof priority in respect of the money so advanced and 
paid , up to the amount by which the sum in respect of which the 
employee or other person in his right, would have been entitled 
to priority in the winding up has been diminished by reason of 
the payment having been made. 
(5) The foregoing debts shall 

(a ) rank equally among themselves and be paid in full 
ůnless the assets are insufficient to meet them , in which case 
they shall abate in equal proportions; and 

(b ) so far as the assets of the company available for 
payment of general creditors are insufficient to meet them , 
have priority over the claims of holders of debentures under 
any floating charge created by the company, and be paid 
accordingly out of any property comprised in or subject to 
that charge. 

(6 ) Subject to the retention of such sums as may be 
necessary for the costs and expenses of the winding up , the 
foregoing debts shall be discharged forthwith so far as the 
assets are sufficient to meet them , and in the case of the debts 
to which priority is given by clause (a ) of sub- section ( 1) , 
formal proof thereof shall not be required except in so far as 
may be otherwise prescribed . 

(7 ) In the event of a landlord or other person distraining 
or having distrained on any goods or effects of the company 
within three months next before the date of a winding up order , 
the debts to which priority is given by this section shall be a 
first charge on the goods or effects so distrained on , or the pro 
ceeds of the sale thereof : 

Provided that, in respect of any money paid under any such 
charge, the landlord or other person shall have the same rights 
of priority as the person to whom the payment is made. 

(8)! For the purposes of this section 
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(a ) any remuneration in respect of a period of holiday 
or of absence from work through sickness of other good 
cause shallbe deemed to be wages in respect of services 
rendered to the company during that period ; 

(6 ) the expression " accrued holiday remuneration ” 
includes, in relation to any person , all sumswhich , by virtue 
either of his contract of employment or of any enactinent 
(including any order made or direction given under any 
enactment) are payable on account of the remuneration 
which would , in the ordinary, course, have become payable 
to him in respect of a period of holiday , had his employ 
ment with the company continued until he became entitled 
to be allowed the holiday ; and 
(c) the expression " the relevant date ” means 

(i) in the case of a company ordered to be wound 
up compulsorily , the date of the appointment ( or first 
appointment) of a provisional liquidator, or if no such 
appointment was made, the date of the winding up 
order , unless in either case the company had commenced 
to be wound up voluntarily before that date ; and 

(ii ) in any case where sub -clause (i) does not apply 
the date of the passing of the resolution for the volun 

tary winding up of the company . 
( 9) This section shall not apply in the case of a winding 
upwhere the date referred to in sub - section (5 ) of section 239 of 
the Indian Companies Act, 1913 (VII of 1913) , occurred before 
the commencement of this Act, and in such a case, the provisions 
relating to preferential payments which would have applied if 
this Act had not been passed , shall be deemed to remain in 
full force. 

Effect of winding up on antecedent and other Transactions 
531. Frauduleni preference- ( 1) Any transfer of property , 
movable or immovable , delivery of goods, payment, execution 
or other act relating to property made, taken or done by or 
against a company within six months before the commence 
ment of its winding up which , had it been made, taken or done 
by or against an individual within three months before the 
presentation of an insolvency petition on which he is adjudged 
insolvent, would be deemned in his insolvency a fraudulent 
preference, shall in the event of the company being wound up , 
be deemed a fraudulent preference of its creditors and be invalid 
accordingly : 

Provided that, in relation to things made , taken or done 
before the commencement of this Act, this sub -section shall 
have effect with the substitution , for the reference to six 
months, of a reference to three inonths. 

(2) For the purposes of sub-section (1) , the presentation 
of a petition for winding up in the case of a winding up ,by or 
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subject to the supervision of the Court, and the passing of a 
resolution for winding up in the case of a voluntary winding up 
shall be deemed to correspond to the act of insolvency in the 
case of an individual. 

532. Transfers for benefit of all creditors to be void - Any trans 
fer or assignment by a company of all its property to trustees 
for the benefit of all its creditors shall be void . 

533. Liabilities and rights of certain fraudulently preferred per 
sons- ( 1) Where , in the case of a company which is being wound 
up , anything made, taken or done after the commencement of 
this Act is invalid under section 531 as a fraudulent preference 
of a person interested in property motgaged or charged to secure 
the company s debt, then (without prejudice to any rights or 
liabilities arising apart from this provision ), the person preferred 
shall be subject to the same liabilities, and shall have the same 
rights , as if he had undertaken to be personally liable as surety 
for the debt, to the extent of the mortgage or charge on the 
property or the value of his interest , whichever is less. 

(2 ) The value of the said person s interest shall be deter 
mined as at the date of the transaction constituting the fraudu 
lent preference , and shall be determined as if the interest were 
free of all encumbrances other than those to which the mortgage 
or charge for the company s debt was then subject. 

(3) On any application made to the Courtwith respect to any 
payment on the ground that the payment was a fraudulent prefer 
ence of a surety or guarantor , the Court shall have jurisdiction 
to determine any questions with respect to the payment arising 
between the person to whom the payment was made and the 
surety or guarantor and to grant relief in respect chereof, not 
withstanding that it is not necessary so to do for the purposes of 
the winding up , and for that purpose may give leave to bring in 
the surety or guarantor as a third party as in the case of a suit 
for the recovery of the sum paid . 

This sub - section shall apply , with the necessary modifica 
tions, in relation to transactions other than the payment of 
money as it applies in relation to payments of money . 

534. Effect of floating charge . Where a company is being 
wound up , a floating charge on the undertaking or property of 
the company created within the twelve inonths immediately 
preceding the commencement of the winding up, shall, unless it 
iş proved that the company immediately after the creation of the 
charge was solvent, be invalid , except to the amount of any cash 
paid to the company at the time of , or subsequently to the crea 
tion of, and in consideration for, the charge , together with in 
terest on that amount at the rate of five per cent. per annum 
or such other rate asmay for the time being be notified by the 
CentralGovernment in this behalf in the Official Gazette : 

Provided that in relation to a chargę created more than three 
months before the commencement of this Act, this section shall 
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have effect with the substitution , for references to twelve 
months of references to three months. 

535. Disclaimer of onerous property in case of a company which 
is being wound up.- (1) Where any part of the property of a 
company which is being wound up consists of - 

( a) land of any tenure , burdened with onerous cove 
nants; 

(6 ) shares or stock in companies; 

(c) any other property which is unsaleable or is not 
readily saleable , by reason of its binding the possessor 
thereof either to the performance of any onerous act or to 
the payment of any sum of money ; or 

(d ) unprofitable contracts; 
the liquidator of the company, notwithstanding that he has 
endeavoured to sell or has taken possession of the property, or 
exercised any act of ownership in relation thereto , or done 
anything in pursuance of the contract, may , with the leave of 
the Court and subject to the provisions of this section , by 
writing signed by him , at any time within twelve -months after 
the commencement of the winding up or such extended period 
as may be allowed by the Court, disclaim the property : 

Provided that, where any such property has not come to 
the knowledge of the liquidator within one month after the 
conimencement of the winding up , the power of disclaiming the 
property may be exercised at any time within twelve months 
after he has become aware thereof or such extended period as 
may be allowed by the Court. 

( 2) The disclaimer shall operate to determine, as from the 
date of disclaimer , the rights , interest, and liabilities of the 
company, and the property of the company, in or in respect of 
the property disclaimed , but shall not , except so far as is ne 
cessary for the purpose of releasing the company and the proper 
ty of the company from liability , affect the rights or liabilities 
of any other person . 

(3) The Court, before or on granting leave to disclaim , 
may require such potices to be given to persons interested , and 
impose such terms as a condition of granting leave , and make 
such other order in the matter as the Court thinks just. 

(4 ) The liquidator shall not be entitled to disclaim any 
property in any case where an application in writing has been 
made to him by any person interested in the property requiring 
him to decide whether he will or will not disclaim , and the 
liquidator has not, within a period of twenty - eight days after 
the receipt of the application or such extended period as may 
be allowed by the Court, given notice to the applicant that he 
intends to apply to the Court for leave to disclaim ; and in case 
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the property is a contract, if the liquidator, after such an appli 
cation as aforesaid , does not within the said period or extended 
period disclaim the contract, the company shall be deemed to 
have adopted it. 

(5 ) The Court may , on the application of any person 
who is, as against the liquidator, entitied to the benefit or sub 
ject to the burden of a contract made with the company ,make 
an order rescinding the contract on such terms as to pay 
ment by or to either party of damages for the non -performance 
of the contract, or otherwise as the Court thinks just; and any 
damages payable under the order to any such person may be 
proved by him as a debt in the winding up. 

(6 ) The Court may, on an application by any person who 
either claiins any interest in any disclaimed property or is 
under any liability not discharged by this Act in respect of any 
disclaimed property , and after hearing any such persons as it 
thinks fit , make an order for the vesting of the property , in or 
the delivery of the property to , any person entitled thereto or to 
whom it may seem just that the property should be delivered by 
way of compensation for such liability as aforesaid , or a trustee 
for him , and on such terms as the Court thinks just ; and on any 
such vesting order being made, the property comprised therein 
shall vest accordingly in the person therein named in that behall 
without any conveyance or assignment for the purpose : 


Provided that, where the property disclaimed is of a lease 
hold nature , the Court shall not make a vesting order in favour 
or any person claiming under the company, whether as under 
lessee or asmortgagee or holder of a charge by way of demise , 
except upon the termsof making that person 

(a ) subject to the same liabilities and obligations as 
those to which the company was subject under the lease in 
respect of the property at the commencement of the winding 
up ; or 

(6 ) if the Court thinks fit , subject only to the same 
liabilities and obligations as if the lease had been assigned 

to that person at that date ; 
and in either event (if the case so requires) as if the lease had 
comprised only the property comprised in the vesting order;and 
any mortgagee or under- lessee declining to accept a vesting order 
upon such terms shall be excluded from all interest in and 
security upon the property , and , if there is no person claiming 
under the company who is willing to accept an order upon such 
terms, the Court shall have power to vest the estate and interest 
of the company in the property in any person liable, either 
personally or in a representative character, and either alone or 
jointly with the company , to perform the lessee s covenants in 
the lease, freed and discharged from all estates, encumbrances 
and interests created therein by the company. 
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( 7) Any person injured by the operation of a disclaimer 
under this section shall be deemed to be a creditor of the com 
pany to the amount of the compensation or damages payable in 
respect of the injury , and may accordingly prove the amount as 
a debt in the winding up . 

536. Avoidance of transfers,etc., after commencement of winding 
up.- (1) In the case of a voluntary winding up , any transfer of 
shares in the company, not being a transfer made to or with 
the sanction of the liquidator, and any alteration in the status 
of the members of the company,made after the commencement 
of the winding up, shall be void . 

( 2) in the case of a winding up by or subject to the super 
vision of the Court, any disposition of the property (including 
actionable claims) of the company , and any transfer of shares in 
the company or alteration in the status of its members, made 
after the commencement of the winding up, shall, unless the 
Court otherwise orders , be void . 

537. Avoidance of certain attachments, executions, etc., in winding 
up by or subject to supervision of Court- (1) Where any company 
is being wound up by or subject to the supervision of the 
Court 

(a) any attachment, distress or execution put in force, 
without leave of the Court, against the estate or effects of 
the company, after the commencement of the winding yp; or 

(b ) any sale held , without leave of the Court, of any of 
the properties or effects of the company after such 
commenecement; shall be void . 

( 2) Nothing in this section applies to proceedings by 
the Government. 

+ Offences antecedent to or in course of winding up 
538. Offences by officers of companies in liquidation.- ( 1) If any 
person , being a past or present officer of a company which , at 
the time of the commission of the alleged offence, is being wound 
up, whether by or subject to the supervision of the Court or 
voluntarily , or, which is subsequently ordered to be wound up 
by the Court or which subsequently passes a resolution for 
voluntary winding up. 

(a ) does not, to the best of his knowledge and belief, 
fully and truly discover to the liquidator all the property , mova, 
ble and immovable , of the campany , and how and to whom and 
for what consideration and when the company disposed of and 
part thereof, except such part as has been disposed of in the 
ordinary course of the business of the company ; 

( 6 ) does not deliver up to the liquidator, or as he directs , 
all such part of the movable and immovable property of the 
company as is in his custody or under his control, and which he 
is required by law to deliver up ; 
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( c ) 


does not deliver up to the liquidator, or as he directs , 
all such books and papers of the company as are in his custody 
or under his control and which he is required by law to deliver 
up ; 

( d ) within the twelve months next before the commence 
ment of the winding up or at any time thereafter , conceals any 
part of the property of the company to the value of one hundred 
rupees or upwards, or conceals any debt due to or from the 
company ; 

(e) within the twelve months next before the commence 
ment of the winding up or at any time thereafter , fraudulently 
removes any part of the property of the company to the value 
of one hundred rupees or upwards; 

(f) makes any material omission in any statement relating 
to the affairs of the company ; 

(g ) knowing or believing that a false debt has been proved 
by any person under the winding up, fails for a period of one 
month to inform the liquidator thereof; 

(h) after the commencement of the winding up, prevents 
the production of any book or paper affecting or relating to the 
properly or affairs of the company; 

(i) within the twelve months next before the commence 
ment of the winding up or at any time thereafter , conceals 
destroys, mutilates or falsifies,or is privy to the concealment, 
destruction , mutilation or falsification of, any book or paper 
affecting or relating to , the property or affairs of the company; 

(j) within the twelve months next before the commence 
ment of the winding up or at any time thereafter makes, or is 
privy to the making of any false entry in any book or paper 
affecting or relating to , the property or affairs of the company ; 

( ) within the twelve months next before the commence 
ment of the winding up or at any time thereafter, fraudulently 
parts with , alters or makes any omission in , or is privy to the 
fraudulent parting with , altering or making of any omission in , 
any book or paper affecting or relating to the property or affairs 
of the company ; 

after the commencement of the winding up or at any 
meeting of the creditors of the company within the twelve 
months next before the commencement of the winding up , 
attempts to account for any part of the property of the company 
by fictitious losses or expenses; 

( m ) within the twelve months next before the commence 
ment of the winding up or at ady time thereafter, by, any false 
representation or other fraud , obtains on credit, for or on behalf 
of the company, any property which the company does not 
subsequently pay for ; 

33/628 J. 
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(n ) within the twelve months next before the com 
mencement of the winding up or at any time thereafter, 
under the false pretence that the company is carrying on its 
business , obtains on credit, for or on behalf of the company, 
any properiy which the company does not subsequently 
pay for ; 

(o ) within the twelve months next before the com 
mencement of the winding up or at any time thereafter, 
pawns, pledges or disposes of any property of the company 
which has been obtained on credit and has not been paid for, 
unless such pawning, pledging or disposing is in the ordinary 
course of the business of the company ; or 

(p ) is guilty of any false representation or other fraud 
for the purpose of obtaining the consent of the creditors of 
the company or any of them , to an agreement with reference 

the affairs of the company or to the winding up ; 
he shall be punishable, in the case of any of the offences men 
tioned in clauses (m ) , (n ) and (o ) , with imprisonment for a term 
which may extend to five years, or with fine , or with both , and 
in the case of any other offence ,with imprisonment for a term 
which may extend to two years, or with fine, or with both : 
Provided that it shallbe a good defence 

(i) to a charge under any of the clauses, (b ) , (c), (d ) , 
(f) , (n ) and (o), if the accused proves that he had no intent 
to defraud ; and 

(ii) to a charge under any of the clauses, (a ) , (h ),« (i) 
and (i) , if he proves that he had no intent to conceal the 
true state of affairs of the company or to defeat the law . 

( 2 ) Where any person pawns, pledges or disposes of any 
property in circumstances which amount to an offence under 
clause (o ) of sub -section (1 ), every person who takes in pawn or 
pledge or otherwise receives the property , knowing it to be 
pawned , pledged, or disposed of in such circumstances as afore 
said , shall be punishable with imprisonment for a term which 
may extend to three years , or with fine, or with both . 

( 3) For the purposes of this section , the expression " officer" 
shall include any person in accordance with whose directions or 
instructions the directors of the company have been accustomed 
to act. 

539. Penalty for falsification of books. If with intent to 
defraud or deceive any person , any officer or contributory of a 
company which is being wound up 

(a ) destroys ,mutilates, alters , falsifies or secretes , or is 
privy to the destruction , mutilation , alteration , falsification 
or secreting of, any books, papers or securities ; or 

(6 ) makes , or is privy to the making of, any false or 
fraudulent entry in any register, book of account or docu 
ment belonging to the company ; 
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he shall be punishable with imprisonment for a term which may 
extend to seven years, and shall also be liable to fine . 

540. Penalty for frauds by officers. - If any person , being at 
the time of the commission of the alleged offence an officer of a 
company which is subsequently ordered to be wound up by the 
Court or which subsequently passes a resolution for voluntary 
winding up , 
( a ) has , by false pretences or by means 

of 
fraud , induced any person to give credit to the company ; or 

any other 
(b ) with intent to defraud creditors of the company, 
hasmade or caused to be made any gift or transfer of or 
charge on , or has caused or connived at the levying of any 
execution against , the property of the company ; or 

(c ) with intent to defraud creditors of the company, has 
concealed or removed any part of the property of the com 
pany since the date of any unsatisfied judgment or order for 
payment ofmoney obtained against the company, or within 

two months before that date ; 
he shall be punishable with imprisonment for a term which may 
extend to two years and shall also be liable to fine. 

541. Liability where proper accounts not kept.-( 1) Where a 
company is being wound up , if it is shown that proper books of 
account were not kept by the company throughout the period of 
two years immediately preceding the commencement of the 
winding up, or the period between the incorporation of the 
company and the commencement of the winding up, whichever 
is shorter , every officer of the company who is in default shall, 
unless he shows that he acted honestly and that in the circum 
stances in which the business of the company was carried on , 
the default was excusable , be punishable with imprisonment for 
a term which may extend to one year. 

(2 ) For the purposes of sub -section ( 1), it shall be deemed 
that proper books of account have not been kept in the case of 
any company , if there have notbeen kept 

( a ) such books or accounts as are necessary to exhibit 
and explain the transactions and financial position of the 
business of the company, including books containing entries 
made from day to day in sufficient detail of all cash received 
and all cash paid ; and 

(6 ) where the business of the company has involved 
dealings in goods, statements of the annual stocktakings and 
( except in the case of goods sold by way of ordinary retail 
trade) of all goods sold and purchased, showing the goods 
and the buyers and sellers thereof in sufficient detail to 
enable those goods and those buyers and sellers to be identi 
fied : 

542. Liability for fraudulent conduct of business.- (1) If in the 
course of the winding up of a company , it appears that any busi 
ness of the company has been carried on ,with intent to defraud 
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creditors of the company or any other persons, or for any 
fraudulent purpose, the Court, on the application of the Official 
Liquidator, or the liquidator or any creditor or contributory of 
the company , may , if it thinks it proper so to do, declare that 
any persons who were knowingly parties to the carrying on of 
the business in the manner aforesaid shall be personally res 
ponsible, without any limitation of liability , for all or any of the 
debts or other liabilities of the company as the Court may 
direct. 

On the hearing of an application under this sub -section , the 
Official Liquidator or the liquidator, as the case may be, may 
himself give evidence or call witnesses . 

(2) (a ) Where the Courtmakes any such declaration , it may 
give such further directions as it thinks proper for the purpose 
of giving effect to that declaration . 

(b ) In particular , the Court may make provision for making 
-the liability of any such person under the declaration a charge 
on any debt or obligation due from the company to him , or on 
any mortgage or charge or any interest in any mortgage or 
charge on any assets of the company held by or vested in him , 
or any person on his behalf, or any person claiming as assignee 
from or through the person liable or any person acting on his 
behalf. 

( c) The Court may , from time to time, make such further 
order as may be necessary for the purpose of enforcing any 
charge imposed under this sub -section . 

(d ) For the purpose of this sub- section , the expression 
" assignee " includes any person to whom or in whose favour, by 
the directions of the person liable , the debt, obligation, mortgage 
or charge was created , issued or transferred or the interest was 
created, issued or transferred or the interest was created, but 
does not include an assignee for valuable consideration (not 
including consideration by way ofmarriage ) given in good faith 
and without notice of any of the matters on the ground of which 
the declaration is made. 

(3) Where any business of a company is carried on with 
such intent or for such purpose as is mentioned in sub -section 
( 1) , every person who was knowingly a party to the carrying 
on of thebusiness in the manner aforesaid, shall be punishable 
with imprisonment for a term which may extend to two years, 
or with fine which may extend to five thousand rupees, or with 
both . 

(4 ) This section shall apply , notwithstanding that the person 
concerned may be criminally liable in respect of the matters on 
the ground of which the declaration is to be made. 

543. Power of Court to assess damages against delinquent direc 
tors, etc.- (1) If in the course of winding up a company , it 
appears that any person who has taken part in the promotion or 
formation of the company, or any past or present director , 
managing agent, secretaries and treasurers, manager , liquidator 
or officer of the company 
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( a ) has misapplied, or retained, or become liable or 
accountable for , any money or property of the cumpany; or 

( b ) has been guilty of any misfeasance or breach of 
trust in relation to the company; 
the Court may, on the application of the Official Liquidator , of 
the liquidator, or of any creditor or contributory , made within 
the time specified in that behalf in sub -section (2 ) , examine into 
the conduct of the person ,director , managing agent, secretaries 
and treasurers , manager , liquidator or officer aforesaid , and 
compel him to repay or restore the money or property or any 
part thereof respectively , with interest at such rate as the Court 
thinks just, or to contribute such sum to the assets of the 
company by way of compensation in respect of themisapplication , 
retainer, misfeasənce or breach of trust, as the Court thinks 
just. 

(2 ) An application under sub - section ( 1) shall be made 
within five years from the date of the order for winding up , or 
of the first appointment of the liquidator in the winding up , 
or of the mis- application , retainer, misfeasance or breach of 
trust, as the case may be, whichever is longer . 

(3 ) This section shall apply notwithstanding that the matter 
is one for which the person concerned may be criminally liable . 

544. Liability under sections 542 and 543 to extend to partners or 
directors in firm or company. - Where a declaration under section 
542 or an order under section 543 is or may be made in respect 
of a firm or body corporate , the Court shall also have power to 
make a declaration under section 542 , or pass an order under 
section 543, as the case may be , in respect of any person who 
was at the relevant time a partner in that firm or a director of 
that body corporate . 

545. Prosecution of delinquent officers and members of com 
pany.- ( 1) If it appears to the Court in the course of a winding 
up by, or subject to the supervision of, the Court, that any past 
or present officer, or any member, of the company has been guilty 
of any offence in relation to the company, the Court may , either 
on the application of any person interested in the winding up or 
of its own motion , direct the liquidator either himself to prose 
cute the offender or to refer the matter to the Registrar. 

(2) If it appears to the liquidator in the course of a volun 
tary winding up that any past or present officer, or any member, 
of the company has been guilty of any offence in relation to the 
company, he shall forthwith report the matter to the Registrar 
and shall furnish to him such information and give to him such 
access to and facilities for inspecting and taking copies of any 
books and papers, being information or books and papers in the 
possession or under the control of the liquidator and relating to 
thematter in question , as the Registrarmay require . 

(3 ) Where any report is made under sub-section (2) to the 
Registrar, he may, if he thinks fit , refer the matter to the Central 
Government for further inquiry . 
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The Central Government shall thereupon investigate the 
matter and may , if it thinks it expedient, apply to the Court for 
an order conferring on any person designated by the Central 
Government for the purpose, with respect to the company con 
cerned, all such powers of investigating the 

affairs of the 
company as are provided by this Act in the case of a winding up 
by the Court. 

(4 ) If on any report to the Registrar under sub -section (2) , 
it appears to him that the case is not one in which proceedings 
ought to be taken by him , he shall inform the liquidator accord 
ingly, and thereupon , subject to the previous sacctiun of the 
Court, the liquidator may himself take proceedings against the 
offender. 

(5 ) If it appears to the Court in the course of a voluntary 
winding up that any past or present officer, or any member , of 
the company has been guilty as aforesaid , and that no report 
with respect tº the matter has been made by the liquidator to 
the Registrar under sub -section ( 2 ) , the Court may , on the 
application of any person interested in the winding up or of its 
own motion , direct the liquidator to make such a report, and on 
a report being made accordingly , the provisions of this section 
shall have effect as though the report had been made in pursu 
ance of the provisions of sub -section (2 ) . 

(6 ) If, where any matter is reported or referred to the Regis 
trar under this section , he considers that the case is one in 
which a prosecution ought to be instituted , he shall report the 
matter to the Central Government and that Government may 
after taking such legal advice as it thinks fit , direct the 
Registrar to institute proceedings : 

Provided that no report shall be made by the Registrar 
under this sub -section without first giving the accused person 
an opportunity of making a statement in writing to the Registrar 
and of being heard thereon . 

( 7) When any proceedings are instituted under this section , 
it shall be the duty of the liquidator and of every officer and 
agent of the company past and present (other than the defendant 
in the proceedings ) to give all assistance in connection with the 
prosecution which he is reasonably able to give. 

For the purposes of this sub-section , the expression “ agent" , 
in relation to a company , shall be deemed to include any banker 
or legal adviser of the company and any person employed by the 
company as auditor . 

(8) If any person fails or neglects to give assistance in the 
manner required by sub -section (7) the Court may, on the 
application of the Registrar , direct that person to comply with 
the requirements of that sub -section . 

( 9 ) Where any such application is made with respect to a 
liquidator, the Court may , unless it appears that the failure or 
neglect was due to the liquidator not having in his hands suffi 
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cient assets of the company to enable him so to do , direct that 
the costs of the application shall be borne by the liquidator per 


sonally 


Miscellaneous Provisions 
546. Liquidator to exercise certain powers subject to sanction. 
( 1) The liquidator may 

( a ) with the sanction of the Court, when the company is 
being wound up by or subject to the supervision of the Court: 
and 

(6 ) with the sanction of a special resolution of the com 
pany, in the case of a voluntary winding up , 

(i) pay any classes of creditors in full ; 

(ii) make any compromise or arrangement with cre 
ditors or persons claiming to be creditors, or having 
or alleging themselves to have any claim , present or 
.future, certain or contingent , ascertained or sounding 
only in damages, against the company, or whereby the 
company , may be rendered liable; or 

(iii) compromise any call or liability to call, debt 
and liability capable of resulting in a debt, and any claim 
present or future, certain or contingent, ascertained or 
sounding only in damages , subsisting or alleged to sub 
sist between the company and a contributory or alleged 
contributory or other debtor or person apprehend 
ing liability to the company , and all questions in any 
way relating to or affecting the assets or liabilities or the 
winding up of the company , on such terms as may be 
agreed , and take any security for the discharge of any 
such call, debt, liability or claim , and give a complete 

discharge in respect thereof. 
( 2) In the case of a voluntary winding up , the exercise by 
the liquidator of the powers conferred by sub -section ( 1) shall 
be subject to the control of the Court. 

( 3 ) Any creditor or contributory may apply to the Court . 
with respect to any exercise or proposed exercise of any such 
power. 

547. Notification that a company is in liquidation.- (1) Where 
a company is being wound up, whether by or under the super 
vision of the court or voluntarily , every invoice, order for goods 
or business letter issued by or on behalf of the company or a 
liquidator of the company , or a receiver or manager of the pro 
perty of the company, being a document on or in which the name 
of the company appears, shall contain a statement that the com 
pany is being wound up . 

(2) If default is made in complying with this section , the 
company, and every one of the following persons who wilfully 
authorises or permits the default, namely, any officer of the 
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company, any liquidator of the company and any receiver or 
manager, shall be punishable with fine which may extend to five 
hundred rupees . 

548. Books and papers of company to be evidence. -Where a 
company is being wound up, all books and papers of the com . 
pany and of the liquidators shall, as between the contributories 
of the company , be prima facie evidence of the truth of all 
matters purporting to be therein recorded . 

549. Inspection of books and papers by creditors and contribu 
tories.- ( 1) At any time after the making of an order for the 
winding up of a company by or subject to the supervision of the 
Court, any creditor or contributory of the company may , if the 
Central Government, by rules prescribed so permit and in 
accordance with and subject to such rules but not further or 
otherwise, inspect the books and papers of the company. 

( 2) Nothing in sub-section ( 1) shall be taken as excluding 
or restricting any rights conferred by any law for the time 
being in force 

(a ) on the Central or a State Government; or 
(6 ) on any authority or officer thereof; or 

(c ) on any person acting under the authority of any 
such Government or of any such authority or officer . 

550 Disposal of books and papers of company.- ( 1) When the 
affairs of a company have been completely wound up and it is 
about to be dissolved , its books and papers and those of the 
liquidator may be disposed of as follows, that is to say : 

(a ) in the case of a winding up by or subject to the 
supervision of the Court, in such manner as the Court directs ; 

(6 ) in the case of a members voluntary winding up , in 
such manner as the company by special resolution directs; and 

(c) in the case of a creditors voluntary winding up , in 
such manner as the committee of inspection or, if there is no 
such committee, as the creditors of the company may direct. 

( 2 ) After the expiry of five years from the dissolution of the 
company, no responsibility shall rest on the company , the liqui 
dator , or any person to whom the custody of the books and 
papers has been committed , by reason of any book or paper nog 
being forthcoming to any person claiming to be interested 
therein . 
(3 ) The Central Government may , by rules , 

(a ) prevent for such period (not exceeding five years 
from the dissolution of the company) as Central Government 
thinks proper , the destruction of the books and papers of a com 
pany which has been wound up and of its liquidator; and 

(b ) enable any creditor or contributory of the company 
to make representations to the Central Government in respect 
of the matters specified in clause (a ) and to appeal to the Court 
from any direction which may be given by the Central Govern 
ment in the matter . 
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rupees, or with both . 


(4 ) If any person acts in contravention of any such rules or 
of any direction of the Central Government thereunder,he shall 
be punishable with imprisonment for a term which may extend 
6 six months, or with fine which may extend to five thousand 

$51. Information as to pounds liquidations.- ( 1) If the winding 
up of a company is not concluded within one year after its com 
mencement, the liquidator shall, within onemonth of the expiry 
of such year and thereafter until the winding up is concluded , at 
intervals of notmore than one year or at such shorter intervals, 
if any as may be prescribed file a statement in the prescribed 
form and containing the prescribed particulars, with respect to 
ie proceedings in , and position of, the liquidation . 

(a ) in the case of a winding up by or subject to the 
supervision of the Court, in Court; and . 

. (b ) in the case of a voluntary winding up , with the 
Registrar. 

( 2) When the statement is filed in Court under clause (a ) 
of sub -section ( 1) , a copy shall sirnultaneously be filed with the 
Registrar and shall be kept by him along with the other records 
of the company. 

( 3) Any person stating himself in writing to be a creditor 
or contributory of the company shall be entitled by himself or 
by his agent, at all reasonable times , on payment of the prescri 
bed fee, to inspect the statement, and to receive a copy thereof 
or an extract therefrom . 

(4 ) Any person untruthfully stating himself to be a creditor 
or contributory for the above purpose shall be deemed to be 
guilty of an offence under section 182 of the Indian Penal Code 
(Act XLV of 1860, and shall, on the application of the liquidator 
be punishable accordingly . 

(5 ) If a liquidator fails to comply with any of requirements 
of this section , he shall be punishable with fine which may extend 
to five hundred rupees for every day during which the failure 
continues . 

552. Official Liquidator to make payments into the public account 
of India.-Every Oficial Liquidator shall, in such manner and at 
such times as may be prescribed , pay the moneys received by 
him as liquidator of any company , into the public account of 
India in the Reserve Bank of India . 

553. Voluntary liquidator to take payments into Scheduled 
Sank.- (1) Every liquidator of a company , not being an Official 
Liquidator, shall, in such manner and at such times as may be 
prescribed, pay the moneys received by him in his capacity as 
cuch in to a Scheduled Bank to the credit of a special banking 
account opened by him in that behalf , and called " the Liquida 
tion Account of 

Company Limited " 
Company Private Limited ” 

Company" 
33 /628 / J . 
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Provided that if the Court is satisfied that for the purpose 
of carrying on the business of the company or of obtaining ada 
vances or for any other reason , it is to the advantage of the 
creditors or contributories that the liquidator should have an 
account with any other bank, the Court may authorise the liqui 
dator to make his payments into or out of such other bank as 
the Court may select; and thereupon those payments shall be 
made in the prescribed manner and at the prescribed times into 
or out of such other bank . 

(2 ) If any such liquidator at any time retains for more than 
ten days a sum exceeding five hundred rupees or such other 
amount as the Court may, on the application of the liquidator, 
authorise him to retain then , unless he explains the retention to 
the satisfaction of the Court, he shall 

(a ) pay interest on the amount so retained in excess, at 
the rate of twelve per cent, per annum and also pay such 
penalty as may be determined by the Registrar ; 

(6 ) be liable to pay any expenses occasioned by reason 
of his default; and 

(c ) also be liable to have all or such part of his remu 
neration as the Court may think just disallowed, and to be 
removed from his office by the Court. 

554. Liquidator not to pay moneys into private banking ac 
count.- Neither the Official Liquidator nor any other liquidator 
of a company shall pay any moneys received by him in his 
capacity as such into any private banking account. 

555. Unclaimed dividends and undistributed assets to be paid 
into the Companies Liquidation Account . - ( 1) Where any company 
is being wound up, if the liquidator has in his hands or under 
his control any money representing unclaimed dividends payable 
to any creditor or undistributed assets refundable to any contri 
butory , which have remained unclaimed or undistributed 
for six months after the date on which they became payable or 
refundable , the liquidator shall forthwith pay the said money 
into the public account of India in the Reserve Bank of India. 

(2) The liquidator shall, on the dissolution of the company, 
similarly pay into the said account any money representing 
unclaimed dividends or undistributed assets in his hands at 
the date of dissolution . 

( 3) The liquidator shall , when making any payment 
referred to in sub -sections (1) and (2 ) , furnish to such 
officer as the Central Government 
behalf, a statement in the prescribed form , setting forth in 

may appoint in this 
respect of all sums included in such payment, the nature of the 
sums, the names and last known addresses of the persons en 
titled to participate therein , the amount to which each is en 
titled and the nature of his claim thereto , and such other 
particulars as may be prescribed , 
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(4 ) The liquidator . shall be entitled to a receipt from 
the Reserve Bank of India for any money paid to it under sub 
sections ( 1) and (2) ; and such receipt shall be an effectual 
discharge of the liquidator in respect thereof ." 

(5) Where the company is being wound up by the Court, 
the liquidator shall make the payments -referred to in sub 
sections (1) and (2) by transfer from the account referred to 


in section 552. 


(6) Whether the company is being wound up voluntarily 
or subject to the supervision of the Court, the liquidator shali , 
when filing a statement in pursuance of sub -section (1) of 
Section 551, indicate the sum of money which is payable to the 
Reserve Bank of India under sub -sections (1) and (2) of this 
section which he has had in his hands or under his control 
during the six months preceding the date to which the said 
statement is brought down, and shall, within fourteen days of 
the date of filing the said statement, pay that sum into the 
Companies Liquidation Account. 

(7) (a ) Any person claiming to be entitled to any money paid 
into the Companies Liquidation Account (whether paid in 
pursuance of this section or under the provisions of any previous 
companies law ) may apply to the court, for an order for pay 
mentthereof and the Court, if satisfied that the person claiming 
is entitled,may make an order for the payment to that person 
of the sum due : 

Provided that before making such an order, the Court 
shall cause a notice to be served on such officer as the Central 
Governmentmay appoint in this behalf, calling on the officer to 
show cause within one month from the date of the service of 
the notice why the order should not be made . 


(6 ) Any person claiming as aforesaid (may , instead of apply 
ing to the Court, apply to the Central Government for an order 
or payment of the money claimed; and the Central Govern 
ment may if satisfied whether on a certificate by the liquidator 
or the official liquidator or otherwise , that such person is entitled 
to the whole or any part of the money claimed and that no 
application made in pursuance of clause (a ) is pending in the 
Court, make an order for the payment to that person of the sum 
due to him , after taking such security from him as it may think 
fit. 

(8 ) Any money paid into the Companies Liquidation Account 
in pursuance of this section , which remains unclaimed thereafter 
for a period of fifteen years, shall be transferred to the general 
revenue account of the Central Government; but a claim to any 
money so transferred may be preferred under sub- section ( 7 ) 
and shall be dealt with as if such transfer had not been made , 
the order; if any , for payment on the claim being treated as an 
order for refund of revenue. 
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(9 ) Any liquidator retaining any money which should have 
been paid by him into the Companies Liquidation Account 
under this section shall 

(a) pay interest on the amount retained at the rate o 
twelve per cent. per annum , and also pay such penalty a 
may be determined by the Registrar ; 

(b) be liable to pay any expenses occasioned by reason 
of his default; and 

(c) where the winding up , is by or under the super 
vision of the Court, also be liable to have all or such part of 
allowed , and to be removed from his office by the Court. 
556. Enforcement of duty of liquidator to make returns cic. (1) 
If any liquidator who has made any default in filing, delivering 
or making any return , account or other document, or in giving 
any notice which he is by law required to file, deliver, make of 
give, fails to make good the default within fourteen days after 
the service on him of a notice requiring him to do so , the Court 
may , on an application made to the Court by any contributory 
or creditor of the company or by the Registrar ,make an order 
directing the liquidator to make good the default within such 
time as may be specified in the order , 

( 2 ) Any such order may provide that all costs of and inci 
dental to the application shall be borne by the liquidator . 

( 3) Nothing in this section shall be taken to prejudice the 
operation of any enaciment imposing penalties on a liquidator" 
in respect of any such default as aforesaid . 

Supplementary Powers of Court 
557. Meetings to ascertain wishes of creditors or contributories. 
(1 ) In all matters relating to the winding up of a company ,the 
Courtmay 

( a ) have regard to the wishes of creditors or contri 
butories of the company , as proved to it by any sufficient 
evidence ; 

(6 ) if it thinks fit for the purpose of ascertaining those 
wishes, direct meetings of the creditors or contributories to 
be called , held and conducted in such manner as the Court 
directs ; and 

(c ) appoint a person to act as chairman of any such 
meeting and report the result thereof to the Court . 

(2) When ascertaining the wishes of creditors, l egard shallbe 
had to the value of each creditor s debt. 

(3) When ascertaining the wishes of contributories, regard 
shall be had to thc number of voies which may be cast by each 
contributory . 

558. Court or person before wiona affidavit may be swoza .-(1) 
Any allidavit required to be sworn under the provisions, or for 
the purposes, of this part may be sworn --- 
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(a ) in India , before any Court, Judge or person lawfully 
authorised to take and receive affidavits; and 

(6 ) in any other country, either before any Court, Judge 
or person lawfully authorised to take and receive affidavits 
in that country or before an Indian Consul or Vice Consul. 

Explanation. In this sub - section , " India " includes the 
State of Jammu and Kashmir . 

( 2) All Courts, Judges, Justices, Commissioners and 
persons acting judicially in India shall take judicial notice of 
the seal, stamp or signature, as the case may be, of any such 
Court, Judge , person , Consul, Vice consul attached , appended or 
subscribed to any such affidavit or to any other document to 
be used for the purposes of this Part. 

Provisions as to Dissolution 
559. Power of Court to declare dissolution of coxapany void .- ( 1) 
Where a company has been dissolved , whether in pursuance of 
this Part of section 394 or otherwise , the Court may at any time 
within two years of the date of the dissolution , on application 
by the liquidator of the company or by any other, person who 
appears to the Court to be interested , make on order, upon such 
terms as the Court thinks fit , declaring the dissolution to have 
been void ; and thereupon such proceedings may be taken as 
might have been taken if the company had not been dissolved . 

(2 ) It shall be the duty of the person on whose application 
the order was made within twenty -one days after the making of 
the order or such further time as the Court may allow , to file a 
certified copy of the order with the Registrar who shall register 
the same; and if such person fails so to do, he shall be punisha 
ble with fine which may extend to fifty, rupees for every day. 
during which the default continues . 

560. Power of Registrar to strike defunct company off register . 
( 1) Where the Registrar has reasonable cause to believe that 
a company is not carrying on business or in operation , he shall 
send to the company by post a letter inquiring whether the com 
pany is carrying on business or in operation. 

(2 ) If the Registrar does not within one month of sending the 
letter l eceive any answer thereto he shall, within fourteen days 
after the expiry of the month , send to the company by post a 
registered letter referring to the first letter , and staling that no 
answer thereto has been received and that, if an answer is not 
received to the second letter within one month from the date 
thereof, a notice will be published in the Official Gazette with a 
view to striking the name of the company off the register. 

( 3 ) If the Registrar either receives an answer from the com 
pay to the effect that it is not carrying on business or in opera 
tion , or does not within one month after sending the second 
letter receive any answer , he may publish in the Official Gazette, 
and send to the company by registered post , a notice that , at 
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the expiration of three months from that date of the notice, 
the name of the company mentioned therein will, unless cause 
is shown to the contrary,be struck off the register and the com 
pany will be dissolved . 

(4 ) If , any case where a company is being wound up , the 
Registrar has reasonable cause to believe either that no liqui 
dator is acting, or that the affairs of the company have been 
completely wound up , and any returns required to be made by 
the liquidator have not been made for a period of six consecu 
tive months, the Registrar shall publish in the Official Gazette 
and send to the company or the liquidator, if any , a like notice 
provided in sub - section ( 3 ). 

(5 ) At the expiry of the timementioned in the notice referred 
to in sub -section ( 3) or ( 4 ) , the Registrarmay , unless cause to 
the contrary is previously shown by the company , strike its name 
off the register , and shall publish notice thereof in the Official 
Gazette ; and on the publication in the Official Gazette of this 
notice , the company shall stand dissolved: 
Provided that 

(a ) the liability , if any , of every director, the managing 
agent, secretaries and treasurers, manager or other officer 
who was exercising any power of management, and of 
every member of the company , shall continue and may be 
enforced as if the company had not been dissolved; and 

(6 ) nothing in this sub- section shall affect the power 
of the Court to wind up a company the name of which bas 

been struck off the register. 
(6 ) If a company , or any member or creditor thereof, feels 
aggrieved by the company having been struck off the register, 
the Court on an application made by the company , member or 
creditor before the expiry of twenty years from the publication 
in the Official Gazette of the notice aforesaid , may satisfied that 
the company was, at the time of the striking off , carrying on 
business or in operation or otherwise that it is just that the com 
pany be restored to the register , order the name of the company 
to be restored to the register ; and the Court may , by the order , 
give such directions and make such provisions as seem just 
for placing the company and all other persons in the same posi 
tion as nearly as may be as if the nameof the company had not 
been struck off. 

(7) Upon a certified copy of the order under sub- section (6 ) be 
ing delivered to the Registrar for registration , the company shall 
be deemed to have continued in existence as if its name had not 
been struck off. 

(8 ) A letter or notice to be sent under this section to a 
company may be addressed to the company at its registered 
office , or if no office has been registered , to the care of some 
director, the managing agent, secretaries and treasurers 
manager or other officer of the company, or if there is no director , 
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managing agent, secretaries and treasurers, manager or officer 
of the company whose name and address are known to the 
Registrar , may be sent to each of the persons who subscribed 
the memorandum , addressed to him at the address,mentioned in 
the memorandum . 

( 9) A notice to be sent under this section to a liquidator 
pay be addressed to the liquidator at Jhis last known place of 
business. 

PART VIII 
Application ofAct to companies formed or registered under 

previous companies laws. 
561. Application of Act to companies formed and registered under 
previous companies laws. - This Act shall apply to existing com 
panies as follows: 

(a ) in the case of a limited company other than a com 
pany limited by guarantee , this Act shall apply in the same 
manner as if the company had been formed and registered 
under this Act as a company limited by shares ; 

(6 ) in the case of a company limited by.guarantee , this 
Act shall apply in the samemanner as if the company had 
been formed and registered under this Act as a company 
limited by guarantee ; and 

(c ) in the case of a company other than a limited 
company, this Act shall apply in the same manner as if the 
company had been formed and registered under this Act as 

an unlimited company : 
Provided that : 

( i) nothing in Table A in Schedule I shall apply to a 
company formed and registered under Act XIX of 1857 and 
Act VII of 1860 , or either of them , or under the Indian 
Companies Act, 1866 ( X of 1866 ) , or the Indian Companies 
Act, 1882 (VI of 1882 ) ; 

( ii ) reference , express or implied , to the date of regis 
tration shall be construed as reference to date at which 
the company was registered under the previous companies 

law concerned . 
562. Application of Act to companies registered but not formed 
under previous companies laws. - This Act shall apply to every 
company registered but not formed under any previous com 
panies law in the same manner as it is in Part IX of this Act 
declared to apply to companies registered but not formed under 
this Act : 

Provided that reference , express or implied , to the date of 
registration shall be construed as a reference to the date at 
which the company was registered under the previous companies 
law concerned . 

563. Application of Act to unlimited companies re-registered 
under previous companies laws.- This Act shall apply to every un 
limited company registered as a limited company in pursuance 
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of any previous companies law , in the samemanner as it applies 
to an unlimited company registered in pursuance of this Act as 
a limited company : 

Provided that reference, express or implied, to the date of 
registration shall be construed as a reference to the date at 
which the company was registered as a limited company under 
the previous companies law concerned . 

564. Mode of transferring shares in the case of companies regis 
tered under Acts XIX of 1857 and VII of 1860. - A company regis 
tered under Act XIX of 1857 and Act VII of 1860 or either of 
them may cause its shares to be transferred in the manner 
hitherto in use , or in such other manner as the company may 
direct 

PART IX . 
COMPANIES AUTHORISED TO REGISTER UNDER THIS ACT 
565. Companies capable of being registered .-- ( 1) With the 
exceptions and subject to the provisions contained in this 
section . 

( a ) any company consisting of seven or more members 
which was in existence on the first day of May , 1882, includ 
ing any company registered under Act No. XIX of 1857 and 
Act No. VII of 1860 or either of them or under any laws or 
law in force in a Part B State , corresponding to those Acts 
or either of them ; and 

(6 ) any company formed after the date aforesaid , 
whether before or after the commencement of this Act, in 
pursuance of any Act of Parliament other than this Act or 
of any other Indian law ( including a law in force in a 
PART B State ), or of any Act of Parliament of the United 
Kingdom or Letters Patent in force in India , or being other 
wise duly constituted according to law , and consisting of 

seven or more members ; 
may at any time register under this Act as an unlimited com 
pany, or as a company limited by shares, or as a company limited 
by guarantee ; and the registration shall not be invalid by reason 
only that it has taken place with a view to the company s being 
wound up : 
Provided that 

(i) a company registered under the Indian Companies Act , 
1882 (VI of 1882), or under the Indian Companies Act 1913 
(VII of 1913) , shall not register in pursuance of this section ; 

(ii) a company having the liability of its members limited 
by any Act of Parliament other than this Act or by any other 
Indian law (including a law in force in a Part B State ), or by 
any Act of Parliament of the United Kingdom or Letters Patent 
in force in India , and not being a joint stock company as defined 
in section 366 , shall not register in pursuance of this section ; 
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(til ) a company having the liability of its members 
limited by any Act of Parliament other than this Act or by 
any other Indian law (including a law in force in a Part B 
State ) , or any Act of Parliament of the United Kingdom or 
Letters Patent in force in India , shall not register in 
pursuance of this section as an unlimited company or as a 
company limited by guarantee ; 

(iv ) a company that is not a joint stock company as 
defined in section 566 shall not register in pursuance of this 
section as a company limited by shares ; 

( v ) a company shall not register in pursuance of this 
section without the assent of a majority of such of its mem 
bers as are present in person , or where proxies are allowed , 
by proxy , at a general meeting summoned for the purpose ; 

(vi) where a company not having the liability of its 
members limited by any Act of Parliament or any other 
Indian aw (including a law in force in a Part B State) or 
by any Act of Parliament of the United Kingdom or letters 
Patent in force in India , is about to register as a limited 
company, the majority required to assent as aforesaid shall 
consist of not less than three- fourths of the members present 
in person, or where proxies are allowed, by proxy, at the 
meeting : 

( vii) where a company is about to register as a company 
limited by guarantee , the assent to its being so registered 
shall be accompanied by a resolution declaring that each 
member undertakes to contribute to the assets of the com 
pany, in the event of its being wound up while he is a mem 
ber, or within one year after he ceases to be a member , for 
payment of the debts and liabilities of the company or of 
such debts and liabilities as may have been contracted before 
he ceases to be a member , and of the costs , charges and 
expenses of winding up, and for the adjustment of the rights 
of the contributories among themselves, such amount as may 
be required , not exeeding a specified amount. 

(2 ) In computing any majority required for the purposes of 
sub - section ( 1 ) when a poll is demanded , regard shall be had to 
the number of votes to which each member is entitled according 
to the regulations of the company . 

( 3) Nothing in this section shall be deemed to apply to any 
company the registered office whereof at the commencement of 
this Act is in Burma, Aden or Pakistan , or in the State of 
Jammu and Kashmir . 

566. Definition of“ Joint-stock company" .- ( 1) For the purposes 
of this Part, so far as it relates to the registration of companies 
as companies limited by shares , a joint- stock company means a 
company having a permanent paid up or nominal share capital of 
fixed amount divided into shares , also of fixed amount, or held 
and transferable as stock , or divided and held partly in the one 
way and partly in the other, and formed on the principle of 
having for its members the holders ofthose sharesor that stuck , 
and no other persons. 
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(2 ) Such a company , when registered with limited liability 
under this Act, shall be deemed to be a company limited by 
shares. 

567. Requirements for registration of joint -stock companies. 
Before the registration in pursuance of this part of a joint-stock 
company, there shall be deļivered to the registrar the following 
documents : 

( a) a list showing thenames addresses and occupations 
of all persons who on a day named in the list, not being more 
than six clear days before the day of registration , were mem 
bers of the company, with the addition of the shares or 
stock held by them respectively , distinguishing, in cases 
where the shares are numbered , each share by its number . 

(b ) a copy of any Act of Parliament or other Indian law , 
Act of Parliament of the United Kingdom , Royal Charter, 
Letters Patent, deed of settlement, deed of partnership or 
other instrument constituting or regulating the company ; 
and 

( c ) if the company is intended to be registered as a 
limited company, a statement specifying the following 
particulars : 

(i) the nominal share capital of the company and 
the number of shares into which it is divided or the 
amount of stock of which it consists ; 

( ii) the number of shares taken and the amount paid 
on each share ; 

(iii ) the name of the company, with the addition of 
the word " Liinited " or " Private Limited” as the case 
may require, as the last word or words thereof ; and 

(iv ) in the case of a company intended to be regis 
tered as a company limited by guarantee , a copy of the 

resolution declaring the amount of the guarantee. 
568. Requirements for registration of companies not being joint 
stock companies. Before the registration in pursuance of this 
Part of any company not being a joint -stock company, there 
shall be delivered to the Registrar the following documents : 

(a ) a list showing the names, addresses and occupations 
of the directors, the managing agent, if any, the secretaries 
and treasurers , if any, and the manager, if any, of the com 
pany ; 

( b ) a copy of any Act of Parliament or other Indian law , 
Act of Parliament of the United Kingdom , Letlers Patent, 
deed of settlement, deed of partnership or other instrument 
constituting or regulating the company ; and 

(c) in the case of a company intended to be registered 
as a company limited by guarantee, a copy of the resolution 
declaring the amount of the guarantee. 
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569. Authentication of statements of existing companies. The 
list of members and directors and any other particulars relating 
to the company required to be delivered to the Registrar shall 
be duly verified by the declaration of any two or more directors 
or other principal officers of the company . 

570. Power of Registrar to require evidence as to nature of 
company -The Registrar may require such evidence as he thinks 
necessary for the purpose of satisfying himself whether any 
company proposing to be registered is or is not a joint-stock 
company, as defined in section 566 . 

571. Notice to customers on registration of banking company 
with limited liability .- ( 1) Where a banking company which was 
in existence on the first day of May , 1882, proposes to register 
as a limited company under this part, it shall, at least thirty 
days before so registering , give notice of its intention so to 
register , to every person who has a banking account with the 
company, either by delivery of thenotice to him , or by posting 
it to him at, or delivering it at , his last known address. 

(2 ) If the banking company omits to give the notice re 
quired by sub-section (1) , then , as between the company and 
the person for the timebeing interested in the account in respect 
of which the notice ought to have been given , and so far as res 
pects the account down to the time at which notice is given , but 
not further or otherwise, the certificate of registration with 
limited liability shall have no operation . 

572. Change of name for purposes of registration . - Where the 
name of a company seeking registration under this part is one 
which in the opinion of the Central Government is undesirable , 
the company may, with the approval of the Central Government 
signified in writing , change its name with effect from the date of 
its registration under this Part: 

Provided that the like assent of themembers of the company 
shall be required to the change of name as is reqnired by section 
565 to the registration of the company under this part : 

573. Addition of " Limited " or " Private Limited ” to name.. 
When a company registers in pursuance of this part with limited 
liability , the word " Limited " or the words " Private Limited ” , 
as the case may be, shall form , and be registered as, the last 
word or words of its name: 

Provided that this section shall not be deemed to exclude the 
operation of section 25 . 

574 , Certificate of registration of existing companies.-- On com 
pliance with the requirements of this part with respect to 
registration , and on payment of such fees, if any , as are payable 
under Schedule X , the Registrar shall certify under his hand 
that the company applying for registration is incorporated as a 
company under this Act, and in the case of a limited company 
that it is limited and thereupon the company shall be so 
incorporated , 
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575. Vesting of property on registration. - All property, mova 
ble and immovable (including actionable claims) , belonging to 
or vested in a company at the date of its registration in pursu 
ance of this part, shall , on such registration , pass to and vest in 
the company as incorporated under this Act for all the estate 
and interest of the company therein . 

576. Saving for existing liabilities. The registration of a com 
pany in pursuance of this Part shall not affect its rights or liabi 
lities in respect of any debt or obligation incurred , or any 
contract entered into, by, to, with , or on behalf of, the company 
before registration . 

577. Continuation of pending legal proceedings . - All suits and 
other legal proceedings taken by or against the company, or any 
public officer or member thereof, which are pending at the time 
of the registration of a company in pursuance of this part, 
may be continued in the same manner as if the registration had 
not taken place : 


Provided that execution shall not issue against the property 
or person of any individual member of the company on any 
decree or order obtained in any such suit or proceeding ; but, in 
the event of the property of the company being insuficient to 
satisfy the decree or order , an order may be obtained for winding 
up the company. 

578. Effect of registration under Part.- ( 1 ) When a company 
is registered in pursuance of this Part, sub-sections (2) to (7) 
shall apply . 

(2 ) All provisions contained in any Act of Parliament or 
other Indian law , or other instrument constituting or regulating 
the company, including , in the case of a company registered 
as a company limited by guarantee, the resolution declaring the 
amount of the guarantee , shall be deemed to be conditions and 
regulations of the company , in the same manner and with the 
same incidents as if so much thereof as would , if the company 
had been formed under this Act, have been required to be insert 
ed in the memorandum , were contained in a registered memo 
randum , and the residue thereof were contained in registered 
articles. 

( 3 ) All the provisions of this Act shall apply to the com 
pany and the members, contributories, and creditors thereof, in 
the same manner in all respects as if it had been formed under 
this Act, subject as follows: - 

( a ) Table A in Schedule I shall not apply unless and 
except in so far as it is adopted by special resolution ; 

(b ) the provisions of this Act relating to the number 
ing of shares shall not apưly to any joint- stock company 
whose shares are not numbered ; 
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(c) subject to the provisions of this section , the com 
pany shallnot have power to alter any provision contained 
in any Act of Parliament or other Indian law relating to the 
company ; 

( d ) subject to the provisions of this section , the com 
pany shallnot have power, without the sanction of the 
Central Government, to alter any provision contained in any 
Act of Parliament of the United Kingdom , Royal Charter or 
Letters Patent, relating to the company ; 

( e ) the company shall not have power to alter any 
provision contained in any Act of Parliament or other 
Indian law or in any Act of Parliament of the United 
Kingdom , Royal Charter or Letters Patent, with respect to 
the objects of the company ; 

(f) in the event of the company being wound up , every 
person shall be a contributory , in respect of the debts 
and liabilities of the company contracted before registration , 
who is liable to pay or contribute to the payment of 
any debt or liability of the company contracted before 
registration , or to pay or contribute to the payment of any 
sum for the adjustment of the rights of the members among 
themselves in respect of any such debt or liability , or to 
pay or contribute to the payment of the costs, charges and 
expenses of winding up the company, so far as relates to 
such debts or liabilities as aforesaid ; 

( g ) in the event of the company being wound up, every 
contributory shall be liable to contribute to the assets of 
the company, in the course of the winding up, all sums 
due from him in respect of any such liability as aforesaid ; 
and in the event of the death or insolvency of any contri 
butory , the provisions of this Act with respect to the legal 
representatives of deceased contributories, or with respect 
to the assignees of insolvent contributories, as the case may 
be, shall apply. 
(4 ) The provisions of this Act with respect to 

( a ) the registration of an unlimited as a limited 
company ; 

(b ) the powers of an unlimited company on registra 
tion as a limited company , to increase the nominal amount 
of its share capital and to provide that a portion of its share 
capital shall not be capable of being called up except in the 
event of winding up ; 

( c) the power of a limited company to determine that 
a portion of its share capital shall not be capable of being 

called up except in the event of winding up ; 
shall apply , notwithstanding any provisions contained in any 
Act of Parliament or other Indian law , or other instrument con 
stituting or regulating the company. 

(5 ) Nothing in this section shall authorise the company to 
alter any such provisions contained in any instrument constitut 
ing or regulating the company as would , if the company bad 
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originally been formed under this Act, have been required to 
be contained in the memorandum and are not authorised to 
be altered by this Act. 

(6 ) None of the provisions of this Act (apart from those of 
section 404 ) shall derogate from any power of altering its con 
stitution or regulations which may be vested in the company, 
hy virtue of any Act of Parliament or other Indian law , or other 
instrument constituting or regulating the company. 

( 7) In this section , the expression " instrument” includes 
deed of settlement, deed of partnership , Act of Parliament of 
the United Kingdom , Royal Charter and Letters Patent. 

579. Power to substitute memorandum and articles for deed of 
settlement.- ( 1) Subject to the provisions of this section , a com 
pany registered in pursuance of this part may , by special reso 
lution , alter the form of its constitution by substituting a 
memorandum and articles for a deed of settlement. 

(2 ) The provisions of Sections 17 to 19 with respect to an 
alteration of the objects of a company shall, iso far as applica 
ble , apply to any alteration under this section , with the follow 
ing modifications: 

(a ) there shall be substituted for the printed copy of 
the altered memorandum required to be filed with the 
Registrar a printed copy of the substituted memorandum 
and articles; and 

(b ) on the registration of the alteration being certified 
by the Registrar, the substituted memorandum and articles 
shall apply to the company in the samemanner as if it were 
a company registered under this Act with that memorandum 
and those articles , and the company s deed of settlement 
shall cease to apply to the company. 

(3 ) An alteration under this section may be made either 
with or without any alteration of the objects of the company 
under this Act. 

(4 ) In this section , the expression “ deed of settlement" 
includes any deed of partnership , Act of Parliament of the 
United Kingdom , Royal Charter or Letters Patent, or other 
instrument constituting or regulating the company, not being 
an Act of Parliament or other Indian law . 

580. Power of Court to stay or restrain proceedings. The pro 
visions of this Act with respect to staying and restraining suits 
and other legal proceedings against a company at any time 
after the presentation of a petition for winding up and before 
the making of a winding up order, shall, in the case of a 
pany registered in pursuance of this part, where the applica 
tion to stay or restrain is by a creditor, extend to suits and 
other legal proceedings against any contributory of the com- , 
pany . 
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581. Suits stayed on winding up order. - Where an order has 
been made for winding up or a provisional liquidator has been 
appointed for, a company registered in pursuance of this part, 
no suit or other legal proceeding shall be proceeded with or 
commenced against the company or any contributory of the 
company in respect of any debt of the company, except by leave 
of the Court and except on such terms as the Court may 


impose . 


PART X. 
WINDING UP OF UNREGISTERED COMPANIES . 
582. Meaning of " unregistered company " -For the purposes of 
this Part , the expression " unregistered company 
( a ) shall not include 

(i) a railway company incorporated by any Act of 
Parliament or other Indian law or any Act of Parlia 
ment of the United Kingdom ; 
( ii) a company registered under this Act ; or 

( iii ) a company registered under any previous companies 
law and not being a company the registered office whereof 
was in Burma, Aden or Pakistan immediately before the 
separation of that country from India or in the State of 
Jammu and Kashmir immediately before the 26th January , 


1950 ; and 


(6 ) save as aforesaid , shall include any partnership , 
association or company consisting of more than seven 

members. 
583. Winding up of unregistered companies.- ( 1) Subject to the 
provisions of this part, any, unregistered company may be 
wound up under this Act, and all the provisions of this Act 
with respect to winding up shall apply to an unregistered com 
pany , with the exceptions and additions mentioned in sub - scc 
tions ( 2 ) to ( 5 ) 

( 2 ) For the purpose of determining the Court having 
jurisdiction in the matter of the winding up, an unregistered 
company shall be deemed to be registered in the State where its 
principal place of business is situate or , if it has a principal place 
of business situate in more than one State , then , in each 
State where it has a principal place of business; and the principal 
place of business situate in that State in which proceedings are 
being instituted shall, for all the purposes of the winding up , be 
deemed to be the registered office of the company . 

( 3) No unregistered company shall be wound up under 
this Act voluntarily or subject to the supervision of the Court. 

( 4 ) The circumstances in which an unregistered company 
may bewound up are as follows : 

(a ) if the company is dissolved, or has ceased to carry 
on business, or is carrying on business only for the purpose 
of winding up its affairs ; 
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(b ) if the company is unable to pay its debts ; 

(c ) if the Court is of opinion that it is just and equitable 
that the company should be wound up . 

(5 ) An unregistered company shall , for the purposes of 
this Act, be deemed to be unable to pay its debts 

(a ) if a ereditor, by assignment or otherwise, to whom 
the company is indebted in a sum exceeding five hundred 
rupees then due, has served on the company, by leaving at 
its principal place of business, or by delivering to the 
secretary , or some director , managing agent, secretaries 
and treasurers, manager or principal officer of the company, 
or by otherwise serving in such manner as the Court may 
approve or direct, a demand under his hand requiring the 
company to pay the sum so due, and the company has, for 
three weeks after the service of the demand, neglected to pay 
the sum or to secure or compound for it to the satisfaction 
of the creditor; 

( u ) if any suit or other legal proceeding has been institut 
ed against any member for any debt or demand due, or claim 
ed to be due , from the company, or from him in his character 
of member, and notice in writing of the institution of the suit 
or other legal proceeding having been served on the company 
by leaving the same at its principal place of business or by 
delivering it to the secretary , or some director, managing 
agent, secretaries and treasurers, manager or principal officer 
of the company or by otherwise serving the same in such 
manner as the Court may approve or direct, the company has 

not, within ten days after service of the notice. 
154. (i) paid , secured or compounded for the debt or de 
mand ; or 

(ii) procured the suit or other legal proceeding to be 
stayed ; or 

( iii) indemnified the defendant to his satisfaction against 
the suit or other legal proceeding , and against all costs, 
damages and expenses to be incurred by him by reason of the 
same ; 

( c) if execution or other process issued on a decree or 
order of any Court in favour of a creditor against the com 
pany, or any member thereof as such , or any person authoris 
ed to be sued as nominal defendant on behalf of the company , 
is returned unsatisfied in whole or in part ; 

( d ) if it is otherwise proved to the satisfaction of the 
Court that the company is unable to pay its debts . 
584. Power to wind up foreign companies , although dissolved. 
Where a body corporate incorporated outside India which has 
been carrying on business in India, ceases to carry on business 
in India , it may be wound up as an unregistered company under 
this Part, notwithstanding that the body corporate has been dis 
solved or otherwise ceased to exist as such under or by virtue 
of the laws of the country, under which it was incorporated . 
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585. Contributories in winding up of unregistered company- ( 1) 
In the event of an unregistered company being wound up , every 
person shall be deemed to be a contributory, who is liable to pay 
or contribute to the payment of - 

(a ) any debt or liability of the company ; or 

( b ) any sum for the adjustment of the rights of the mem 
bers among themselves ; or 

( c ) the costs , charges and expenses of winding up the 
campany . 

( 2 ) Every contributory shall be liable to contribute to the 
assets of the company all sums due from him in respect of any 
liability to pay or contribute as aforesaid . 

( 3) In the event of the death or insolvency of any contri 
butory , the proyisions of this Act with respect to the legal re 
• presentatives of deceased contributories, or with respect to the 
assignees of insolvent contributories, as the case may be, shall 
apply 

586. Power to stay or restrain proceedings. The provisions of 
this Act with respect to staying and restraining suits and legal 
proceedings against a company at any time after the present 
tion of a petition for winding up and before the making of a 
winding up order, shall , in the case of an unregistered company, 
where the application to stay or restrain is by a creditor , extend 
to suits and legal proceedings against any contributory of the 
company . 

587. Suits etc. stayed on winding up order . - Where an order has 
been made for winding up an unregistered company ,no suit or 
other legal proceedings shall be proceeded with or commenced 
against any contributory of the company in respect of any debt 
of the company, except by leave of the Court and except on 
such terms as the Courtmay impose. 

588. Directions as to property in certain cases. --- (1) If an un 
registered company has no power to sue and be sued in a com 
mon name, or if for any reason it appears expedient, the Court 
may , by the winding up order or by any subsequent order , 
direct that all or any part of the property , movable or immova 
ble (including actionable claims) , belonging to the company or 
held by trustees on its behalf, shall vest in the Official Liqui 
dator by his official name ; and thereupon the property or the 
spart thereof specified in the order shall vest accordingly . 

(2 ) The Official Liquidator may , after giving such indem 
nity , if any, as the Court may direct, bring or defend in his 
official name any suit or legal proceeding relating to that pro 
perty , or which it is necessary to bring or defend for the purpose 
cof effectually winding up the company and recovering its pro 
perty 

589. Provisions of Part cumulative .- (1) The provisions of this 
Part with respect to unregistered companies shallbe in addition 
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to , and not in derogation of, any provisions hereinbefore in this 
Act contained with respect to the winding up of companies by 
the Court . 

(2 ) The Court or Official Liquidator may exercise any powers 
or do any act in the case of unregistered companies which might 
be exercised or done by the Court or Official Liquidator in wind 
ing up companies formed and registered under this Act : 

Provided that an unregistered company shall not , except in 
the event of its being wound up , be deemed to be a company 
under this Act, and then only- to the extent provided by this Part. 

590. Saving and construction of enactment conferring power to 
wind up partnership , association or company in certain cases. 
Nothing in this part shall affect the operation of any enactment 
which provides for any partnership , association or company be 
ing wound up , or being wound up as a company or as an unre 
gistered company, under the Indian Companies Act , 1913, (VII 
of 1913) or any Act repealed by that Act : 

Provided that references in any such enactment to any pro . 
vision contained in the Indian Companies Act, 1913 (VII of 1913) 
or in any Act repealed by that Act shall be read as references to 
the corresponding provision , if any contained in this Act. 


PART XI 
COMPANIES INCORPORATED OUTSIDE INDIA 
Provisionsas to Establishment of Places of Business in India 
591. Application of sections 592 to 602 to foreign companies. 
Sections 592 to 602, both inclusive, shall apply to all foreign 
companies, that is to say , companies falling under the following 
two classes , namely : 

( a ) companies incorporated outside India which , after 
the commencement of this Act , establish a place of business 
within India ; and 

(6 ) companies incorporated outside India which have , 
before the commencement of this Act, established a place of 
business within India and continue to have an established 
place of business within India at the commencement of this 

Act . 
592. Documents, etc.,to be delivered to Registrar by foreign com 
panies carrying on business in India.- (1) Foreign companies which 
after the commencement of this Act, establish a place of busi 
ness within India shall, within one month of the establishment 
of the place of business, deliver to the Registrar for registration 

( a ) a certified copy of the charter , statutes , or memo. 
randum and articles, of the company or other instrument 
constituting or defining the constitution of the company ; 
and , if the instrument is not in the English language , a ! 
certified translation thereof ; 


277 


+ 


( b ) the full address of the registered or principal office of 
the Company ; 

(c ) a list of the directors and secretary of the company, 
containing the particulars mentioned in sub- section ( 2 ) ; 

( d ) the name and address or the names and addresses 
of some one or more persons resident in India , authorised to 
accept on behalf of the company service of process and any 
notices or other documents required to be served on the 
company ; and 

(e ) the full address of the office of the company in 
India which is to be deemed its principal place of business 
in India. 
( 2 ) The list referred to in clause (c ) of sub -section (1) shall 
contain the following particulars , that is to say : 
(a ) with respect to each director, 

( i) in the case of an individual, his presentname and 
surname in full, any former name or names and surname 
or surnames in full , his usual residential address , his 
nationality , and if that nationality is not the nationality 
of origin , his nationality of origin , and his business occu 
pation , if any, or if he has no business occupation but 
holds any other directorship or directorships, particu 
lars of that directorship or of some one of those director 
ships ; and 

( ii ) in the case of a body corporate , its corporate 
name and registered or principal office ; and the full 
name, address, nationality, and nationality of origin , if 
different from that nationality , of each of its directors ; 

(b ) with respect to the secretary , or where there are 
joint secretaries, with respect to each of them 

(i) in the case of an individual, his present name 
and surname, any former name or names and surname 
or surnames , and his usual residential address ; and 
(ii) in the case of a body corporate, its corporate 

name and registered or principal office : 
Provided that, where all the partners in a firm or joint 
secretaries of the company, the name and principal office of 
the firm may be stated instead of the particulars mentioned 
in clause (6 ) of this sub - section . 

(3 ) Clauses (2 ) and (3 ) of the Explanation to sub -section 
(1) of section 303 shall apply for the purpose of the construction 
of references in sub -section ( 2 ) to present and former names 
and surnames as they apply for the purposes of the construction 
of such references in sub -section ( 1) of section 303 . 

(4) Foreign companies, other than those mentioned in sub 
section ( 1) , shall, if they have not delivered to the Registrar 
before the commencement of this Act the documents and parti 
culars specified in sub -section ( 1) of section 277 of the Indian 
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Companies Act, 1913 (VII of 1913 ) , continue to be subject to 
the obligation to deliver those documents and particulars in 
accordance with that Act . 

593. Return to be delivered to Registrar by foreign company 
where documents, etc.. altered .-- If any alteration is made or 
occurs in 

(a ) the charter, statutes, or memorandum and articles 
of foreign company or other instrument constituting or 
defining the constitution of a foreign company ; or 

(b ) the registered or principal office of a foreign coni 
pany ; or 

(c ) the directors or secretary of a foreign company or 
the particulars contained in the list of the directors and 
secretary ; or 

(d ) the name or address of any of the persons authori 
sed to accept service on behalf of a foreign company ; or 

(e ) the principal place of business of the company in 
India , the company shall, within the prescribed time, de 
liver to the Registrar for registration a return containing 

the prescribed particulars of the alteration . 
594. Accounts of foreign company.- ( 1) Every foreign company 
shall, in every calendar year , 

(a ) make out a balance sheet and profit and loss account 
in such form , containing such particulars and including og 
having annexed or attached thereto such documents (includ 
ing , in particular documents relating to every subsidiary of 
the foreign company) as under the provisions of this Act it 
would, if it had been a company within the meaning of this 
Act, have been required to make out and lay before the com 
pany in generalmeeting ; and 

(6 ) deliver three copies of those documents to theRe 
gistrar : 


Provided that the Central Government may, by notification 
in the Official Gazette , direct that, in the case of any foreign 
company or class of foreign company the requirements of clause 
( a ) shall not apply ,or shall apply subject to such exceptions and 
modifications as may be specified in the notification . 

(2 ) If any such document as ismentioned in sub - section ( 1 ) 
is not in the English language , there shall be annexed to it a 
certified translation thereof. 

( 3) Every foreign company shall send to the Registrar with 
the documents required to be delivered to him under sub - section 
( 1 ) ,three copies of a list in the prescribed form of all places of 
business established by the company in India as at the date with 
reference to which the balance sheet referred to in sub - section 
( 1) is made out, 
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595. Obligation to state name of foreign company, whether limited , 
and country where incorporated .-- Every foreign company shall 

(a ) in every prospectus inviting subscriptions in India 
for its shares or debentures , state the country in which the 
company is incorporated ; 

(6 ) conspicuously exhibit on the outside of every office 
or place where it carries on business in India , the name of 
the company and the country in which it is incorporated, in 
letters easily legible in English characters , and also in the 
characters of the language or one of the languages in gene 
raluse in the locality in which the office or place is situate ; 

( c) cause the name of the company and of the country 
in which the company is incorporated, to be stated in legible 
English characters in all business letters, bill-heads and 
letter paper , and in all notices , advertisements and other 
Official publications of the company ; and 

( d ) if the liability of the members of the company is 
limited , cause notice of that fact 

(i) to be stated in every such prospectus as afore 
said and in all business letters, bill-heads, letter paper , 
notices , advertisements and other official publications 
of the company, in legible English characters ; and 

( ii ) to be conspicuously exhibited on the outside of 
every office or place where it carries on business in 
India , in legible English characters and also in legible 
characters of the language or one of the languages in 
general use in the locality in which the office or place 

is situate. 
596. Service on foreign company. - Any process , notice , or other 
document required to be served on a foreign company shall be 
deemed to be sufficiently served , if addressed to any person 
whose name has been delivered to the Registrar under the 
foregoing provisions of this part and left at, or sent by post to , 
the address which has been so delivered : 


Provided that 

( a ) where any such company makes default in deli 
vering to the Registrar (the name and address of a person 
resident in India who is authorised to accept on behalf of 
the company service of process, notices or other documents; 


or 


(b ) if at any time all the persons whose names and 
addresses have been so delivered are dead or have ceased 
so to reside, or refuse to accept service on behalf of the 

company , or for any reason , cannot be served ; 
a documentmay be served on the company by leaving it at, or 
sending it by post to, any place of business established by the 
company in India , 
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-597 : Office where documents to be delivered:-(1) Any docu 
ment which any foreign company is required to deliver to the 
Registrar shall be delivered to the Registrar having jurisdiction 
over New Delhi, and references to the Registrar in this part 
[ except in sub-section (2) ] shall be construed accordingly . 

(2) Any such document as is referred to in sub-section 
( 1 ) shall also be delivered to the Registrar of the State in which 
the principal place of business of the company is situate. 

(3 ) If any foreign company ceases to have a place of 
business in India, it shall forthwith give notice of the fact to the 
Registrar and as from the date on which notice is so given , the 
obligation of the company to deliver any document to the 
Registrar shall cease, provided it has no other place of business 
in India. 

598. Penalties. If any foreign company fails to comply with 
any of the foregoing provisions of this part, the company, and 
every officer or agent of the company who is in default, shall be 
punishable with fine which may extend to one thousand rupees , 
and in the case of a continuing offence , with an additional fine 
which may extend to one hundred rupees for every day during 
which the default continues. 

599. Company s failure to comply with Part not to affect its 
liability under contracts etc. - Any failure by a foreign company 
to comply with any of the foregoing provisions of this part shall 
not affect the validity of any contract, dealing or transaction 
entered into by the company or its liability to be sued in respect 
thereof; but the company shall notbe entitled to bring any suit, 
claim any set-off, make any counter - claim or institute any legal 
proceeding in respect of any such contract , dealing or transac 
tion , until it has complied with the provisions of this part. 

600. Registration of charges , appointment of receiver and books 
of account.--- ( 1) The provisions of Part V ( sections 124 to 145) , 
shall apply mutatis mutandis to 

( a ) charges on properties in India which are created 
by a foreign company after the 15th day of January , 1937 ; 
and 

(b ) charges on property in India which is acquired 
by any foreign company after the day aforesaid : 

Provided that where a charge is created , or the completion 
of the acquisition of the property takes place , outside India , sub 
section (5 ) of Section 125 and the proviso to sub-section (1) of 
Section 127 shall have effect as if the property , wherever situated , 
were situated outside India . 

( 2 ) The provisions of section 118 shall apply mutatis mutan 
dis to a foreign company . 

(3 ) The provisions of section 209 shall apply to a foreign 
company to the extent of requiring it to keep at its principal 
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place of business in India the books of account referred to in 
that section , with respect to moneys received and expended , 
sales and purchases made, and assets and liabilities , in the 
course of or in relation to its business in India . 

(4 ) In applying the sections referred to in sub -sections (1 ) , 
(2) and (3 ) to a foreign company as aforesaid , references in 
those sections to the Registrar shall be deemed to be references 
to the Registrar having jurisdiction over New Delhi, and refer 
ences to the registered office of the foreign company shall be 
deemed to be references to its principal place of business in 
India . 

601. Fees for registration of documents under Part. - There shall 
be paid to the Registrar for registering any document required 
by the foregoing provisions of this part to be registered by him , 
such fees as may be prescribed . 

602. Interpretation of foregoing sections of Part. For the pur 
poses of the foregoing provisions of this part 

( a ) the expression " certified ” means certified in the 
prescribed manner to be a true copy or a correct translation ; 

(b ) the expression " director ” , in relation to a com 
pany, includes any person in accordance with whose direc 
tions or instructions the Board of directors of the company 
is accustomed to act ; 

( c ) the expression " place of business" includes a 
share transfer or share registration office ; 

( d ) the expression “ prospectus" has the samemean . 
ing as when used in relation to a company incorporated 
under this Act ; and 

(e ) the expression " secretary ” includes any person 
occupying the position of secretary , by whatever name 
called . 


Prospectuses. 
603. Dating of prospectus and particulars to be contained 
therein .- ( 1) No person shall issue, circulate or distribute in 
India any prospectus offering for subscription shares in or 
debentures of a company incorporated or to be incorporated 
outside India , whether the company has or has not established, 
or when formed will or will not establish , a place of business in 
India , unless the prospectus is dated ; and 

( a ) contains particulars with respect to the following 
matters : - 

(i) the instrument constituting or defining the 
constitution of the company ; 

(ii) the enactments or provisions having the force 
of enactments, by or under which the incorporation of 
the company was affected ; 
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(iii) an address in India where the said instrument, 
enactments, or provisions, or copies thereof, and if the 
same are not in English , a translation thereof certified 
in the prescribed manner, can be inspected ; 

(iv ) the date on which and the country in which 
the company was incorporated ; 

(v ) whether the company has established a place 
of business in India, and, if so , the address of its princi 
pal office in India ; and 

(b ) subject to the provisions of this section , states 
the matters specified in Part I of Schedule II and sets out 
the reports specified in Part II of that Schedule, subject 
always to the provisions contained in Part III of that 
Schedule : 


Provided that sub - clauses (i) , (ii) and (iii ) of clause . (a ) 
shall not apply in the case of a prospectus issued more than two 
years after the date at which the company is entitled to com 
mence business ; and in the application of Part I of Schedule II 
for the purposes of this sub -section , clause 2 thereof shall have 
effect with the substitution , for references to the articles, of 
references to the constitution of a company . 

(2 ) Any condition requiring or binding an applicant for 
shares or debentures to waive compliance with any require 
ment imposed by virtue of clause (a ) or (b ) of sub- section (1), 
or purporting to affect him with notice of any contract, docu 
ment or matter not specifically referred to in the prospectus , 
shall be void . 

(3 ) No person shall issue to any person in India a form of 
application for shares in or debentures of such a company or 
intended company as is mentioned in sub - section ( 1), unless the 
form is issued with a prospectus which complies with the provi 
sions of this part and the issue whereof in India does not con 
travene the provisions of Section 604 : 

Provided that this sub - section shall not apply if it is shown 
that the form of application was issued in connection with a 
bona fide invitation to a person to enter into an underwriting 
agreement with respect to the shares or debentures . 

(4) In the event of non -compliance with or contravention of 
any of the requirements imposed by clauses (a ) and (b ) of sub 
section (1), a director or other person responsible for the prospec. 
tus shall not incur any liability by reason of the non - compliance 
or contravention , if 

(a ) as regards any matter not disclosed , he proves 
that he had no knowledge thereof ; or 

(6 ) he proves that the non - compliance or contraven . 
tion arose from an honest mistake of fact on his part ; or 

(c ) the non - compliance or contravention was in re s 
pect of matters which , in the opinion of the Court dealing 
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with the case , were immaterial, or was otherwise such as 
ought in the opinion of that Court, having regard to all the 
circumstances of the case , reasonably to be excused : 

Provided that, in the event of failure to include in a pros 
pectus a statement with respect to the matters contained in 
clause 18 of Schedule II, no director or other person shall incur 
any liability in respect of the failure , unless it be proved that he 
had knowledge of the matters not disclosed . 
( 5 ) This section 

(a ) shall not apply to the issue to existing members 
or debenture holders of a company of a prospectus or form 
of application relating to shares in or debetures of the com 
pany, whether an applicant for shares or debentures will or 
will not have the right to renounce in favour of other 
persons ; and 

( 6 ) except in so far as it requires a prospectus to be 
dated, shall not apply to the issue of a prospectus relating 
to shares or debentures which are or are to be in all respects 
uniform with shares or debentures previously issued and 
for the time being dealt in or quoted on a recognised stock 

exchange ; 
but, subject as aforesaid , this section shall apply to a prospectus 
or form of application whether issued on or with reference to the 
formation of a company or subsequently . 

(6 ) Nothing in this section shall limit or diminish any liabi 
lity which any person may incur under the general law or under 
this Act apart from this section . 

604. Provisions as to experts consent and allotment.— ( 1 ) No 
person shall issue, circulate or distribute in India any prospectus 
offering for subscription shares in or debentures of a company 
incorporated or to be incorporated outside India , whether the 
company has or has not established, or when formed will or will 
not establish , a place of business in India 

(a ) if, where the prospectus includes a statement pur 
porting to be made by an expert, he has not given, or has 
before delivery of the prospectus for registration withdrawn , 
his written consent to the issue of the prospectus with the 
statement included in the form and context in which it is 
included , or there does not appear in the prospectus a state 
ment that he has given and has not withdrawn his consent 
as aforesaid ; or 

(b ) if the prospectus does not have the effect, where 
an application is made in pursuance thereof, of rendering 
all persons concerned bound by all the provisions (other 
than penal provisions) of Sections 72 , 73 and 74, so far as 
applicable . 

(2 ) In this section , the expression " expert" includes an 
engineer , a valuer, an accountant and any other person whose 
profession gives authority to a statementmade by him ; and for 
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the purposes of this section a statement shall be deemed to be 
included in a prospectus if it is contained in any report or mem 
orandum appearing on the face thereof or by reference incor 
porated therein or issued therewith . 

605. Registration of prospectus. — No person shall issue, circu 
late or distribute in India any prospectus offering for subscrip 
tion shares in or debentures of a company incorporated or to be 
incorporated outside India, whether the company has or has 
not established , or when formed will or will not establish , a 
place of business in India , unless before the issue, circulation or 
distribution of the prospectus in India , a copy thereof certified 
by the chairman and two other directors of the company as 
having been approved by resolution of the managing body has 
been delivered for registration to the Registrar and the pros 
pectus states on the face of it that a copy has been so delivered 
and there is endorsed on or attached to the copy 

( a ) any consent to the issue of the prospectus repaired 
by section 604 ; 

(b ) a copy of any contract required by clause 16 of 
Schedule II to be stated in the prospectus or, in the case of 
a contract not reduced into writing , a memorandum giving 
full particulars thereof ; and 

(c ) where the persons making any report required by 
Part II of Schedule II have made therein , or have , without 
giving the reasons , indicated therein , any such adjustments 
as are mentioned in clause 32 of that Schedule , a written 
statement signed by those persons setting out the adjust 
ments and giving the reasons therefor . 

(2) The references in clause (b ) of sub - section (1) to the 
copy of a contractor required thereby to be endorsed on or 
attached to a copy of the prospectus shall, in the case of a con 
tract wholly or partly in a language other than English , be taken 
as references to a copy of a translation of the contract in English 
or a copy embodying a translation in English of the parts which 
are not in English , as the case may be, being a translation certi 
fied in the prescribed manner to be a correct translation . 

606. Penalty for contravention of sections 603 , 604 , and 605. 
Any person who is knowingly responsible 

(a ) for the issue , circulation or distribution of a pros 
pectus; or 

(6 ) for the issue of a form of application for shares or 
debentures ; 
in contravention of any of the provisions of sections 603 , 604 and 
605, shall be punishable with imprisonment for a term which 
may extend to six months, or with fine which may extend to five 
thousand rupees , or with both . 

607. Civil liability for mis-statements in prospectus.-- Section 
62 shall extend to every prospectus offering for subscription 
sliares in or debentures of a company incorporated or to be 
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incorporated outside India , whether the company has or has not 
established , or when formed will or will not establish , a place of 
business in India , with the substitution for references in section 
62 to section 60 of this Act, of references to section 604 thereof. 

618. Interpretation of provisions as to prospectuses.- ( 1 ) Where 
any document by,which any shares in , or debentures of, a com 
pany incorporated outside India are offered for sale to the public 
would , if the company concerned had been a company within 
the meaning of this Act, have been deemed by virtue of section 
64 , to be a prospectus issued by the company, that document 
shall be deemed , for the purposes of this part, to be a prospectus 
issued by the company offering such shares or debentures for 
subscription . 

(2 ) An offer of shares or debentures for subscription or sale 
$ o any person whose ordinary business it is to buy or sell shares 
or debentures, whether as principal or as agent, shall not be 
deemed to be an offer to the public for the purposes of this 
Part. 

( 3) In this part, the expressions " prospectus" , " shares" and 
" debentures " have the samemeanings as when used in relation 
to a company incorporated under this Act. 


PART XII 
REG ... TRATION OFFICES AND OFFICERS AND FEES 
609. Registration Offices.- ( 1) For the purposes of the regis 
-tration of companies under this Act, there shall be offices at 
such places as the Central Government thinks fit. 

(2 ) The CentralGovernmentmay appoint such Registrars , 
and such additional, Joint, Deputy and Assistant Registrars as 
it thinks necessary for the registration of companies under this 
Act, and may make regulations with respect to their duties. 

( 3) The salaries of the persons appointed under this section 
shall be fixed by the Central Government. 

(4 ) The CentralGovernmentmay direct a seal or seals to 
be prepared for the authentication of documents required for , 
or connected with , the registration of companies. 

( 5 ) Whenever any act is by this Act directed to be done to 
or by the Registrar , it shall, until the Central Government 
otherwise directs, be done to or by the existing Registrar of 
companies or joint stock companies, or in his absence ; to or by 
such person as the Central Government may for the time being 
authorise : 

Provided that in the event of the Central Government 
altering the constitution of the existing registry offices or any of 
thein , any such act shall be done to or by such officer and at 
such place, with reference to the local situation of the regis 
tered offices of the companies concerned , as the Central Gová 
ernmentmay appoint. 
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610. Inspection , production and evidence of documents kept by 
Registrar.- ( 1) Any person may 

(a ) inspect any documents kept by the Registrar, being 
documents filed or registered by him in pursuance of 
this Act, or making a record of any fact required or 
authorised to be recorded or registered in pursuance of 
this Act, on payment for each inspection , of a fee of one 
rupee ; 

(6 ) require a certificate of the incorporation of any 
company, or a copy or extract of any other document or any 
part of any other document to be certified by the Registrar , 
on payment of a fee of five rupees in the case of a certificate 
of incorporation , and of six annas for every one hundred 
words or fractionalpart thereof required to be copied in the 
case of a certified copy of extract : 
Provided that the rights conferred by this sub - section shall 
be exercisable 

(i) in relation to documents delivered to the Registrar 
with a prospectus in pursuance of sub - clause (i ) of clause 
(6 ) of sub - section ( 1 ) of section 60, only during the fourteen 
days beginning with the date of publication of the prospec 
tus ; and at other times , only with the permission of the 
Central Government ; and 

(ii) in relation to documents so delivered in pursuance 
of clause ( b ) of sub -section ( 1) of Section 605 , only during 
the fourteen days beginning with the date of the prospec 
tus ; and at other times, only with the permission of the 
Central Government. 

(2 ) No process for compelling the production of any docu 
ment kept by the Registrar shall issue from any Court except 
with the leave of that Court ; and any such process, if issued , 
shall bear thereon a statement that it is issued with the leave of 
the Court. 

( 3 ) A copy of, or extract from , any document kept and re 
gistered at any of the offices for the registration of companies 
under this Act, certified to be true copy under the hand of the 
Registrar (whose official position it shall not be necessary to 
prove), shall, in all legal proceedings , be admissible in evidence 
as of equal validity with the original document. 

(4 ) Any person untruthfully stating himself in writing for 
the purposes of clause ( ii) of the proviso to sub -section ( 1 ), to 
be a member or creditor of a company shall be punishable with 
fine which may extend to five hundred rupees. 

611. Fees in Schedule X to be paid. — In respect of the several 
matters mentioned in Schedule X , there shall , subject to the 
limitations imposed by that Schedule , be paid to the Registrar 
the several fees therein specified : 

Provided that no fees shall be charged in respect of the 
registration in pursuance of Part IX of a company, if it is not 
registered as a limited company, or if, before its registration 
as a limited company, the liability of the shareholders 
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was limited by some other Act of Parliament or any other 
Indian Law or by an Act of Parliament of the United Kingdom , 
Royal Charter or Letters patent in force in India . 

612. Fees etc., paid to the Registrar and other officers to be ac 
-counted for to Central Government. - All fees, charges, and other 
sums paid to any Registrar, any Additional, Joint, Deputy, or 
Assistant Registrar, or any other officer of the Central Govern 
ment in pursuance of this Act shall be paid into the public 
account of India in the Reserve Bank of India . 

613. Power of Central Government to reduce fees, charges, etc. 
(1) The Central Governmentmay , by order notified in the offi 
cial Gazette , reduce the amount of any fee , charge or other sum 
specified in any provision contained in this Act, as payable in 
respect of any maſter, either to the Central Government or to 
any Registrar, any Additional, Joint, Deputy , or Assistant 
Registrar or any other officer of the Central Government ; and 
thereupon such provision shall , during the period for which the 
order is in force, have effect as if the reduced fee had been sub 
stituted for the fee specified in such provision. 

(2) Any order notified under sub -section (1)may , by a 
like -order , be cancelled or varied at any time by the Central 
Government. 

(3) Nothing in this section shall be deemed to affect the 
power of the Central Government under Section 641 to alter any 
of the fees specified in Schedule X. 

614. Enforcement of duty of company to make returns etc. , to 
Registrar.- ( 1) If a company, having made default in complying 
with any provision of this Act which requires it to file or 
register with , or deliver or send to, the Registrar any return , 
account or other document, or to give notice to him of any 
matter, fails to make good the default within fourteen days after 
the service of a notice on the company requiring it to do so, the 
Court may, on an application made to it by any member or cre 
ditor of the company or by the Registrar, make an order direc 
ting the company and any officer thereof to make good the default 
within such time as may be specified in the order . 

(2 ) Any such order may provide that all costs of and inci 
dental to the application shall be borne by the company or by 
any officers of the company responsible for the default. 

( 3) Nothing in this section shall be taken to prejudice the 
operation of any provisions in this or any other Act imposing 
penalties on a company or its officers in respect of any such 
default as aforesaid . 


PART XIII 

GENERAL 
Collection of information and statistics from companies, 
615. Power of CentralGovernment to direct companies to furnish 
infornaation or statistics.- ( 1) The Central Governmentmay ; by 
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order, require companies generally, or any class of companies, 
or any company, to furnish such information or statistics with 
regard to their or its constitution or working , and within such 
time, asmay be specified in the order . 

(2 ) (a ) Every order under sub -section ( 1) addressed to.com . 
panies generally or to any class of companies, shall be published 
in the Official Gazette and in such other manner , if any , as the 
CentralGovernment may think fit . 

(6 ) The "date of publication of the order in the Official 
Gazette shall be deemed to be the date on which the demand for 
information or statistics is made on such companies of class of 
companies , as the case may be. 

(3 ) Every order under sub-section ( 1) addressed to an 
individual company shall be served on it in the manner laid 
down in section 51. 

(4 ) For the purpose of satisfying itself that any information 
or statistics furnished by a company in pursuance of any order 
under sub -section ( 1) is correct and complete , the Central Gov. 
ernment may require such company 
(a ) to produce such records or documents in its posses 

sion or under its control for inspection , before such 
officer and at such time as may be specified by the 

Central Government; or 
(b ) to furnish such further information as may be speci. 

fied by the Central Government and within such 

time asmay be fixed by it. 
(5 ) The Central Government may also , by order , direct an 
inquiry to be made by any person or persons named in the 
order 
( a ) for the purpose ofobtaining any information or statis 

tics which a company has failed to furnish as re 

quired of it by an order under sub - section ( 1) ; or 
(b ) for the purpose of satisfying itself that any informa 

tion or statistics furnished by a company in pursu 
ance of an order made under sub - section (1) is 
correct and complete ; and in so far as such infor 
mation or statisticsmay be found to be incorrect or 
incomplete, for the purpose of obtaining such infor 
mation or statistics as may be necessary to make 
the information or statistics furnished correct and 

complete ; 
and a person or persons so appointed shall , for the purposes of 
such inquiry , have such powers asmay be prescribed . 

(6 ) If any company fails to comply with an order made 
under sub - section ( 1) or (4), or knowingly furnishes any informa 
tion or statistics which is incorrect or incomplete in any material 
respect, the company , and every officer thereofwho is in default, 
shall be punishable with imprisonment which may extend to 
three months, or with fine which may extend to one thousand 
rupees, or with both . 
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(7 ) An order requiring any information or statistics to be 
furnished by a company may also be addressed to any person 
who is, or has at any time been , an officer or employee of the 
company, and all the provisions of this section , so far as may be, 
shall apply in relation to such person as they apply in relation to 
the company : 

Provided that no such person shall be punishable under 
sub-section (6 ), unless the Court is satisfied that he was in a 
position to comply with the order and made wilful default in 
doing so . 

( 8 ) Where a body corporate incorporated outside India and 
having established an office within India, carries on business in 
India , all references to a company in this section shallbe deemed 
to include references to the body corporate in relation , and only 
in relation , to such business. 
Application of Act to Companies governed by 

Special Acts. 
616. Application of Act to insurance , banking , electricity supply 
and other companies governed by special Acts. The provisions of 
this Act shall apply 
(a ) to insurance companies, except in so far as the said 

provisions are inconsistent with the provisions of 

the Insurance Act, 1938 ( IV of 1938 ) ; 
(b ) to banking companies, except in so far as the said 

provisions are inconsistent with the provisions of 

the Banking Companies Act, 1949 ( X of 1949) ; 
( c ) to companies engaged in the generation or supply of 

electricity , except in so far as the said provisions 
are inconsistent with the provisions of the Electri 

city Supply Act, 1948 (LIV of 1948 ) ; 
(d ) to any other company governed by any special Act 

for the time being in force , except in so far as the 
said provisions are inconsistent with the provisions 

of such special Act. 

Application of Act to Government Companies. 
617 : Definition of " Government Company".- For the purposes 
of sections 618 , 619 and 620 , Government company means any 
company in which not less than fifty - one per cent. of the share 
capital is held by the CentralGovernment, or by any State 
Government or Governments , or partly by the Central Govern 
ment and partly by one or more State Governments. 

618. Future Government companies not to have managing 
agents.-No Government company formed after the commence 
ment of this Act shall appoint a managing agent. 

619. Application of Sections 224 to 233 to Government com 
panies.- ( 1 ) In the case of a Government company , the following 
provisions shall apply , notwithstanding anything contained in 
sections 224 to 233 . 
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order , direct. 


(2) The auditor of a Government company shall be 
appointed or re- appointed by the Central Government on the 
advice of the Comptroller and Auditor -General of India . 

(3) The Comptroller and Auditor-General of India shall 
have power 

(a ) to direct the manner in which the company s ac 
counts shallbe audited by the auditor appointed in pur 
suance of sub - section (2 ) and to give such auditor instruc 
tions in regard to any matter relating to the performance of 
his functions as such ; 

(b ) to conduct a supplementary or test audit of the 
company s accounts by such person or persons as he may 
authorise in this behalf ; and for the purposes of such audit, 
to require information or additional information to be fur: 
nished to any person or persons so authorised , such matters, 
by such person or persons, and in such form , as the Comp 
troller and Auditor-General may, by general or special 

(4 ) The auditor aforesaid shall submit a copy of his audit 
report to theComptroller and Auditor-General of India who shall 
have the right to comment upon , or supplement, the audit report 
in such manner as he may think fit . 

(5 ) Any such comments upon , or supplement to , the audit 
report shall be placed before the annual generalmeeting of the 
company at the same time and in the same manner as the audit 
report. 

620. Power to modify Act in relation to Government companies. 
( 1) The Central Government may , by notification in the Official 
Gazette, direct that any of the provisions of this Act (other than 
sections 618, 619 and 639) specified in the notification : 

(a ) shall not apply to any Government company ; or 

(6 ) shall apply to any Government company , only with 
such exceptions,modifications and adaptations, as may be 
specified in the notification . 

(2) A copy of every notification proposed to be issued 
under sub - section ( 1) shall be laid in draft before both House 
of Parliament for a period of not less than thirty days while 
they are in session and if within that period, either House dis 
approves of the issue of the notification or approves of such 
issue only with modifications, the notification shall not be issued 
or , as the case may require, shall be issued only with such 
modifications as may be agreed on by both the Houses. 

Offences . 
621. Offences against Act to be cognizable only on complaint by 
Registrar, shareholder or Government.- (1) No Court shall take 
cognizance of any offence against this Act (other tlian an offence 
with respect to which proceedings are instituted under section 
545 ) , which is alleged to have been committed by any company 
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or ariy officer thereof, except on the complaint in writing of the 
Registrar, or of a shareholder of the company, or of a person 
authorised by the Central Government in that behalf : 

Provided that nothing in this sub -section shall apply to a 
prosecution by a company of any of its officers. 

(2 ) Sub - section (1 ) shall not apply to any action taken by 
the liquidator of a company in respect of any offence alleged to 
have been committed in respect of any of the matters included 
in Part VII (sections 425 to 560 ) or in any other provision of 
this Act relating to the winding up of companies . 

(3) A liquidator of a company shall not be deemed to be an 
officer of the company , within the meaning of sub-section (1 ). 

622. Jurisdiction to try offences.- No Court inferior to that of 
a Presidency Magistrate or a Magistrate of the first class shall 
try any offence against this Act . 

623. Certain offences triable summarily in Presidency towns. 
If any offence against this Act which is punishable with fine 
only is committed by any person within a Presidency town, such 
person may be tried summarily and punished by any Presidency 

Magistrate of that Presidency town . 
1624. Offences to be non - cognizable . - Notwithstanding anything 

in the Code of Criminal Procedure , 1898 ( V of 1898), every 
offence against this Act shall be deemed to be non -cognizable 
within the meaning of the said Code. 

625. Payment of compensation in cases of frivolous or vaxatious 
prosecution .- ( 1) In respect of any case instituted upon the com 
plaint of a shareholder against the company or any officer there 
of in pursuance of section 621 , the provisions of section 250 of 
the Code of Criminal Procedure , 1898 (V of 1898 ) , shall not 
apply; and the following provisions shall apply instead . 

(2 ) If the Magistrate by whom any such case is heard dis 
charges or acquits all or any of the accused , and is of opinion 
that the accusation against them or any of them was false 
and either frivolous or vexatious, the. Magistrate may , by his 
order of discharge or acquittal, if the shareholder upon whose 
complaint the accusation was made is present, call upon him 
forthwith to show cause why he should not pay .compensation 
to such accused, or to each or any of such accused when there is 
more than one , or if such shareholder is not present, direct the 
issue of a summons to him to appear and show cause as afore 
said . 

( 3 ) TheMagistrate shall record and consider any cause 
which such shareholder may show ; and if the Magistrate is 
satisfied that the accusation was false and either frivolous or 
vexatious, he may, for reasons to be recorded , direct that com 
pensation to such amount as he may determine be paid by such 
shareholder to the accused or to each or any of them , not ex 
ceeding one thousand rupees in all. 

33-628 B. 
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(4) The Magistrate may , by the order directing pay 
ment of the compensation under sub -section (3 ), further order 
that, in default of payment, the shareholder ordered to pay such 
compensation shall suffer simple imprisonment for a term not 
exceeding two months. 

(5) When any person is imprisoned under sub-section (4) , 
the provisions of sections 68 and 69 of the Indian Penal Code 
( XLV of 1860) shall, so far as may be; apply . 

(6 ) No person who has been directed to pay compensa 
tion under this section shall, by reason of such order, bé 
exempted from any civil or criminal liability in respect of the 
complaintmade by him : 

Provided that any amount paid to an accused person under 
this section shall be taken into account in awarding compensa 
tion to such person in any subsequent civil suit relating to the 
same matter. 

(7) A complainant who has been ordered to pay compensa 
tion under sub - section ( 3 ) by a Magistrate may appeal from the 
order , in so far as it relates to the payment of compensation , as 
if such complainant had been convicted on a trial held by such 
Magistrate . 

(8 ) Where an order for payment of compensation to an 
accused person is made, the compensation shall not be paid to 
him before the period allowed for the presentation of the appeal 
under sub -section ( 7) has elapsed ; or, if an appeal is presented , 
before the appealhas been decided . 

626. Application of fines. — The Court imposing any fine under 
this Actmay direct that the whole or any part thereof shall be 
applied in or towards payment of the costs of the proceedings, 
or in or towards the rewarding of the person on whose informa 
tion or at whose instance the fine is recovered . 

627. Production and inspection of books where offence suspected. 
( 1 ) If, on an application made to a Judge of a High Court in 
chambers by the Public Prosecutor of the State or by the 
Central Government, it is shown that there is reasonable cause 
to believe that any person has, while he was an officer of a 
company, committed an offence in connection with themanage 
ment of the company s affairs, and that evidence of the com 
mission of the offence is to be found in any books or papers of 
or under the control of the company , an order may be made 

(i) authorising any person named therein to inspect 

the said books or papers or any of them for the 
purpose of investigating, and obtaining evidence of 

the commission of, the offence ; or 
( ii ) requiring the managing agent, secretaries and 

treasurers or manager of the company or such 
other officer thereof as may be named in the order, 
to produce the said books or papers or any of them 
to a person, and at a place and time, named in the 
order . 
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(2 ) Sub -section ( 1) shall apply also in relation to any 
books or papers of a person carrying on the business of banking 
so far as they relate to the company s affairs , as it applies to 
any books or papers of or under the control of the company, 
except that no such order as is referred to in clause ( ii) there 
of shall be made by virtue of this sub -section . 

( 3 ) No appeal shall lie from the decision of a Judge of 
the High Court under this section . 

628. Penalty for false statements. - If in any return , report, 
certificate , balance sheet, prospectus, statement or other docu 
ment required by or for the purposes of any of the provisions 
of this Act , any person makes a statement 
( a ) which is false in any material particular , knowing it 

to be false ; or 
(6 ) which omits any material fact knowing it to be 

material; 
he shall, save as otherwise expressly provided in this Act, be 
punishable with imprisonment for a term which may extend to 
two years , and shall also be liable to fine . 

629. Penalty for false evidence . - If any person intentionally 
gives false evidence 
( a ) upon any examination upon oath or solemn affirma 

tion , authorised under this Act ; or 
( 6 ) in any affidavit, deposition or solemn affirmation , in 

or about the winding up of any company under this 
Act , or otherwise in or about any matter arising 

under this Act ; 
he shall be punishable with imprisonment for a term which may 
extend to seven years, and shall also be liable to fine. 

630. Penalty for wrongful withholding of property.- ( 1). If any 
cfficer or employee of a company 
(a ) wrongfully obtains possession of any property of a 

company ; or 
( 6 ) having any such property in his possession ,wrong 

fully withholds it or knowingly applies it to pur 
poses other than those expressed or directed in the 

articles and authorised by this Act ; 
he shall, on the complaint of the company or any creditor or 
contributory thereof, be punishable with fine which may extend 
to one thousand rupees . 

(2 ) The Court trying the offence may also order such 
officer or employee to deliver up refund , within a time to be 
fixed by the Court, any such property wrongfully obtained or 
wrongfully withheld or knowingly misapplied , or in de fault, to 
suffer imprisonment for a term which may extend to two years 

631. Penalty for improper use of words " Limited ” and “ Private 
Limited ".— If any person or persons trade or carry on business 
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under any name or title of which the word " Limited" or the 
words " Private Limited ", or any contraction or imitation there 
of is or are the last word or words, that person or each of those 
persons shall, unless duly incorporated with limited liability, of 
unless duly incorporated as a private company with limited 
liability, as the case may be, be punishable with fine which may 
extend to fifty rupees for every day upon which that name or 
title has been used . 


Legal Proceedings. 
632. Power to require limited company to give security for costs. 
Where a limited company is plaintiff or petitioner in any suit or 
other legal proceeding, any Court having jurisdiction in the 
mattermay , if there is reason to believe that the company will 
be unable to pay the costs the defendant if he is successful 
in his defence, require sufficient security to be given for those 
costs, and may stay all proceedings until the security is given . 

633. Power of Courtto grant relief in certain cases.- ( 1) If in 
any proceeding for negligence , default. breach of duty , mis 
feasance or breach of trust against an officer of a company, it 
appears to the Court hearing the case that he is or may be liable 
in respect of the negligence , default, breach of duty ,misfeasance 
or breach of trust, but that he has acted honestly and reasonbly , 
and that having regard to all the circumstances of the case , in 
cluding those connected with his appointment, he ought fairly to 
be excused , the Courtmay relieve him , either wholly or partly , 
from his liability on such terms as it may think fit. 

(2 ) Where any such officer has reason to apprehend that any 
claim will or might be inade against him in respect of any ne 
gligence , default, breach of duty , misfeasance or breach of trust , 
he may apply to the Court for relief, and the Court on any such 
application shall have the same power to relieve him as it would 
have had under this section if it had been a Court before which 
proceedings against that person for negligence , default, breach 
of duty , misfeasance or breach of trust had been brought. 

634. Enforcement of orders of Courts. - Any order made by a 
Court under this Act may be enforced in the same manner as a 
decree made by the Court in a suit pending therein . 

635. Enforcement of orders of one court by other courts.- (1) 
Where any order made by one Court is required to be enforced 
by another Court, a certified copy of the order shall be produced 
to the proper officer of the Court required to enforce the order. 

(2 ) The production of such certified copy shall be sufficient 
evidence of the order . 

(3) Upon the production of such certified copy, the Court 
shall take the requisite steps for enforcing the order, in the 
same manner as if it had been made by itself . 
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Reduction of fees payable to company . 
636. Reduction of fees , charges, etc. payable to company.- ( 1 ) 
A company which is entitled to any specified fee , charge or other 
sum by virtue of any provision contained in this Act or in its 
articles, may reduce the amount thereof to such extent as it 
thinks fit and thereupon such provision shall, so long as the re 
duction is in force, have effect as if the reduced amounthad 
been substituted for the fee , charge or sum specified in such 
provision . 

(2 ), Any reduction made under sub-section (1) may , at any 
time,be cancelled or varied by the company. 
Delegation of powers and functions of Central 

Government. 
637. Delegation by Central Governmeat of its powers and func 
tions under Act.- ( 1) The CentralGovernmentmay , by notifica 
tion in the Official Gazette , delegate any of its powers or func 
tionis under this Act, other than those specified in sub -section 
(2 ), to such authority or officer, and subject to such conditions , 
restrictions and limitations, as may be specified in the 
notification . 

(2 ) The Central Government shall not delegate its powers 
or functions under the following provisions of this Act, namely , 
sections 10,89 (4 ) , 211 ( 3 ) and ( 4 ) , 212 , 213, 235 , 237 , 239, 241, 
242, 243, 244, 245 , 247, 248 , 249 , 250 , 259 , 268, 269, 274 (2 ) , 295, 
300 , 310 , 311, 324, 326 , 328 , 329, 332 , 343, 345 , 345, 347 (2 ) , 349, 
352 ,39, 372 , 396, 399 (4) and (5 ) , 401, 408 , 409 , 410, 411 (b ), 448, 
609, 613, 620 , 638 ,611 and 642 , 

( 3 ) A copy of every notification issued under sub - secticn 
( 1) shall , as soon as may be after it is issued , be placed before 
both Houses of Parliament. 


Annual Report on Working of Act. 
638. Annual report by Central Government.-- The CentralGov 
ernment shall cause a general annual report on the working 
and administration of this Act to be prepared and laid before 
both Houses of Parliament , within one year of the close of the 
year to which the report relates. 

Annual Reports on Government Companies. 
639. Annual reports on Government companies to be placed 
before Parliament etc.- (1 ) In addition to the general annual 
report referred to in section 638 , the Central Government shall 
cause an annual report on the working and affairs of each 
Government company to be prepared and laid before both 
Houses of Parliament, together with a copy of the audit report 
and any comments upon , or supplement to , the audit report, 
made by the Comptroller and Auditor-General of India . 
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(2 ) Where any State Government is a member of a Gov. 
ernment company, the annual report on the working and affairs 
of the company, the audit report, and the comments upon or 
supplement to the audit report referred to in sub-section (1) 
shali be placed by the State Government before the State 
Legislature or where the State Legislature has two Houses, 
before the both Houses of that Legislature. 

Validation of registration of firms in certain cases. 
640. Validation of registration of firms as members of charitable 
and other companies.- Any firm which stood registered at the 
commencement of this Act, as a member of any association or 
company licensed under section 26 gof the Indian Companies 
Act, 1913 (VII of 1913 ) shall be deemed to have been validly so 
registered with effect on and from the date of its registration . 

Schedules, Forms and Rules. 
641. Power to alter Schedules.- ( 1) Subject to the provisions 
of this section , the Central Governmentmay, by notification in 
the Official Gazette , alter any of the regulations, rules , tables, 
forms and other provisions contained in any of the Schedules to 
this Act, except Schedules XI and XII. 

(2 ) Any alteration notified under sub -section ( 1) shall have 
effect as if enacted in this Act and shall come into force on the 
date of the notification , unless the notification otherwise directs: 

Provided thatno such alteration in Table A of Schedule I 
shall apply to any company registered before the date of such 
alteration . 

( 3 ) All rulesmade by the Central Government under sub 
section ( 1) shall, as soon as may be after they are made, be laid 
before both Houses of Parliament . 

642. Power of Central Government to make rules - ( 1) In addi 
tion to the powers conferred section 641, the Central Govern 
ment may , by notification in the Official Gazette ,make rules 

(a ) for all or any of the matters which by this Act are 
to be, or may be, prescribed by the Central Government, and 

(b ) generally to carry out the purposes of this Act. 
(2 ) Every rule so notified shall have effect as if enacted in 
this Act; and shall come into force on the date of the notification . 
unless the notification otherwise directs . 

( 3 ) All rules made by the Central Government under sub 
section ( 1) shall, as soon asmay be after they are made , be laid 
before both Houses of Parliament. 

643. Power of Supreme Court to make rules.- ( 1) The Supreme 
Court, after consulting the High Courts , 

(a ) shall make rules providing for all matters relating to 
the winding up of companies wbich , by this Act, are to be pres 
cribed ; and may make rules providing for all such matters as 
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may be prescribed except those reserved to the Central Govern 
ment by sub-section (5) of section 503, sub -section ( 1) of section 
549 and sub -section (3) of section 550 ; and 

(6 ) may make rules consistent with the Code of Civil pro 
cedure 1908 ( V of 1908 ) - 

(i) as to the mode of proceedings to be had for winding 
up a company in High Courts and in Courts subordinate 
thereto ; 

( ii ) for the voluntary winding up of companies,whether 
by members or by creditors; 

(iii) for the holding of meetings of creditors and mem 
bers in connection with proceedings under section 391; 

(iv ) for giving effect to the provisions of this Act as to 
the reduction of the capital and the sub-division of the 
shares of a company ; and 

( v ) generally for all applications to be made to the 
Court under the provisions of this Act. 

( 2 ) Without prejudice to the generality of the foregoing 
power, the Supreme Court may, by such rules, enable or require 
all or any of the powers and duties conferred and imposed on 
the Court by this Act, in respect of the following matters, that 
is to say : 

(a) the holding and conducting of meetings to ascertain 
the wishes of creditors and contributories ; 

( b ) the setting of lists of contributories and the 
rectifying of the register of members where required and 
collecting and applying the assets ; 

(c ) the payment, delivery , conveyance, surrender or 
transfer of money, property , books 

or papers to the 
liquidator; 

(d ) themaking of calls; and 

(e ) the fixing of a timewithin which debts and claims 
shall be proved; 
to be exercised or performed by the Official Liquidator or any 
other liquidator as an officer of the Court and subject to the 
control of the Court : 


Provided that the liquidator shall not, without the special 
leave of the Court, rectify the register of members or make any 
call. 

( 3) Until rules are made by the Supreme Court as aforesaid 
all rules made by any High Court on the matters referred to 
in this section and in force at the commencement of this Act, 
shall continue to be in force in so far as they are not inconsi 
stent with the provisions of this Act in that High Court and in 
courts subordinate thereto . 
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Repeals and savings. 
€ 44. Repeal of Acts specified in Schedule XI . — The enact 
ments mentioned in Schedule XII are hereby repealed . 

645. Saving of orders, rules , etc. in force at commencement 
of Act. --Nothing in this Act shall affect any order, rule , regula 
tion , appointment, conveyance, mortgage, deed , document or 
agreement made , fee directed , resolution passed , direction 
given , proceeding taken , instrument executed cr issued , or 
thing done under or in pursuance of any previous companies 
law ; but any such order , rule , regulation , appointment , con 
veyance, mortgage, deed, document, agreement, fee, resolution , 
direction , proceeding , instrument or thing shall if in force at 
the commencement of this Act, continue to be in force , and so 
far as it could have been made, directed, passed , given , 
taken , excuted , issued or done under er in pursuance of this 
Act, shall have effect as if made , directed , passed , given , taken 
executed, issued or done under or in pursuance of this Act. 

646. Saving of operation of section 138 of Act VII of 1913. 
Nothing in this Act shall affect the operation of section 138 of 
the Indian Companies Act, 1913 (VII of 1913) , as respects 
inspectors, or as respects the continuation of an inspection 
begun by inspectors, appointed before the commencement of 
this Act; and the provisions of this Act shall apply to or in 
relation to a report of inspectors appointed under the said 
section 138 as they apply to or in relation to a report of 
inspectors appointed under section 235 or 237 of this Act. 

647. Saving of pending proceedings for winding up. Where the 
winding up of a company has commenced before the commence 
ment of this Act 

(i) sub -section ( 7) of section 555 shall apply in res 
pect of any moneys paid into the Companies Liquidation 
Account whether before or after such commencement ; and 

( ii ) the other provisions with respect to winding up 
contained in this Act shall not apply , but the company shall 
bewound up in the samemanner and with the same inci 

dents as if this Act had not been passed . 
648. Saving of prosecutions instituted by liquidator or Court 
under section 237 of Act VII of 1913.- Nothing in this Act shall 
affect any prosecution instituted or ordered by the Court to be 
instituted under section 237 of the Indian Companies Act, 1913 
(VII of 1913 ); and the Court shall have the same power of 
directing how any costs, charges, and expenses properly 
incurred in any such prosecution are to be defrayed as it would 
have had, if this Act had not been passed . 

649. Construction of references to former enactments in docu 
ments. - Any document referring to any former enactment re 
lating to companies shall be construed as referring to the cor 
responding enactment in this Act. 

650. Construction of " registrar of joint stock companies" in Act 
XXI of 1860.--- In sections 1 and 18 of the Societies Registration 
Act, 1860 (XXI of 1860), the words " registrar of joint stock 
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Act . 


companies” shall be construed to mean the Registrar under this 

651. Construction of references to extraordinary resolution in 
articles etc.--Any reference to an extraordinary resolution in 
the articles of a company , or in any resolution passed in general 
meeting by the company, or in any other instrument, or in any 
law .in force immediately before the commencement of this Act, 
shall , with effect , on and from such coinmencement, be 
construed as a reference to a special resolution . 

652. Appointment under previous companies laws to have effect 
as if made under Act.-- Any person appointed to any office under 
7 or by virtue of any previous companies law shall be deemed to 
have been appointed to that office under or by virtue of this Act. 

653. Former registration offices continued . — The offices existing 
, at the commencement of this Act for the registration of com 
pailies shall be continued as if they had been established under 
this Act. 

654. Registers under previous companies laws to be deemed to be 
part of registers under Act. - Any register kept under the provi 
sions of any previous companies law shall be deemed to be part 
of the register to be kept under the corresponding provisions of 
this Act. 

655. Funds and accounts under Act to be in continuation of funds 
and accounts under previous companies laws. - All funds constituted 
and accounts kept under this Act shall be deemed to be in 
contiruation of the corresponding funds constituted and ac- : 
counts kept under the previous companies laws. 

656. Saving of incorporation under repealed Acts . - Nothing in 
this Act shall affect the incorporation of any company regis . 
tered under any enactment hereby repealed . 

657. Saving of certain Tables under previous companies laws. 
Nothing in this Act shall affect 

( a ) Table B in the Schedule annexed to Act No. XIX 
of 1857, or any part thereof, so far as the same applies to any 
company existing at the commencement of this Act; 

(6 ) Table A in the First Schedule annexed to the Indian 
Companies Act, 1882 (VI of 1882 ), or any part thereof, so 
far as the same applies to any company existing at the com 
mencement of this Act ; 

(c ) Table A in the First Schedule to the Indian Com 
panies Act, 1913 (VII of 1913), either as originally contained 
in that Schedule or as altered in pursuance of section 151 of 
that Act, so far as the same applies to any company existing 

at the commencement of this Act. 
658. Section 6 of the General Clauses Act, 1897 (X of 1397 ) to 
apply in addition to sections 645 to 657 of Act.- The mention of 
particular matters in sections645 to 657 or in any other provision 
of this Act shall not prejudice tue general application of sect.0:1 
6 of the General Clauses Act, 1897 ( X of 1897), with respect to 
the effect of repeals. 

33-628 B. 
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SCHEDULE 1. 
[ See section s 2 (2 ) , 14 , 28 ( 1) , 29 and 2231 

TABLE A. 
Regulations for management of a company limited by shares. 

Interpretation. 
1. (1 ) In these regulations 

(a ) " the Act" means the companies Act, 1956 . 

(6 ) " the seal” means the common seal of the company. 
( 2 ) Unless the context otherwi requi: 
pressions contained in these regulations shall bear the same 
meaning as in the Act or any statutory modification thereof in 
force at the date at which these regulations become binding on 
the company. 

Share Capital and Variation of Rights. 
2. Subject to the provisions of section 80, any preference 
shares may , with the sanction of an ordinary resolution , be 
issued on the termsthat they are, or at the option of the com 
pany are liable , to be redeemed on such terms, and in such 
manner as the company before the issue of the shares may , by. 
special resolution , determine. 

3. ( 1) If at any time the share capital is divided into 
different classes of shares , the rights attached to any class 
( unless otherwise provided by the terms of issue of the shares . 
of that class) may , subject to the provisions of sections 106 and 
107 , and whether or not the company is being wound up, be 
varied with the consent in writing of the holders of three . 
fourths of the issued shares of that ass , or with the sanction of 
a special resolution passed at a separate general meeting of the 
holders of the shares of that class. 

(2 ) To every such separate generalmeeting, the provisions 
of these regulations relating to general meetings shall mutatis 
mutandis apply , but so that the necessary quorum shall be two 
persons at least holding or representing by proxy one-third of 
the issued shares of the class in question . 

4. The rights conferred upon the holders of the shares of any 
class issued with preferred or other rights shall not, unless 
otherwise expressly provided by the terms of issue of the shares 
of that class, be deemed to be varied by the creation or issue of 
further shares ranking pari passu therewith . 

5. ( 1) The company may exercise the powers of paying con 
inissions conferred by section 75 , provided that the rate per 
cent. or the amount of the commission paid or agreed to be paid . 
shall be disclosed in the manner required by that section . 
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(2 ) The rate of the commission shall not exceed the rate of 
five per cent. of the price at which the shares in respect whereof 
the same is paid are issued or an amount equal to five per cent. 
of such price , as the case may be. 

(3 ) The commission may be satisfied by the payment of 
cash or the allotment of fully or partly paid shares or partly in : 
the one way and partly in the other . 

(4 ) The company may also , on any issue of shares, pay such 
brokerage as may be lawful. 

6. Except as required by law , no person shall be recognised 
by the company as holding any share upon any trust, and the 
company shall not be bound by , or be compelled in any way to 
recognise ( even when having notice thereof) any equitable, 
contingent, future or partial interest in any share , or any 
interest in any fractional part of a share , or ( except only as by 
these regulations or by law otherwise provided ) any other rights 
in respect of any share except an absolute right to the entirety 
thereof in the registered holder . 

7. ( 1) Every person whose name is entered as a member in 
the register ofmembers shall be entitled to receive within three 
months after allotment or registration of transfer ( or within 
such other period as the conditions of issue shall provide ) 

(a ) one certificate for all his shares without payment , 


or 


one 


(b ) several certificates, each for one or more of his 
shares ; upon payment of one rupee for every certificate 
after the first . 

( 2 ) Every certificate shall be under the seal and shall 
specify the shares to which it relates and the amount paid up 
thereon . 

( 3 ) In respect of any share or shares held jointly by several 
persons, the company shall not be bound to issue more than one 
certificate , and delivery of a certificate for a share to one of 
several joint holders shall be sufficient delivery to all such 
holders. 

8. If a share certificate is defaced , lost or destroyed , it may 
be renewed on payment of such fee , if any, nct exceeding eight 
annas, and on such terms, if any , as to evidence and indemnity 
and the payment of out-of-pocket expenses incurred by the 
company in investigating evidence, as the directors think fit. 

Lien 
9. ( 1) The company shall have a first and paramount lien 

(a ) on every share (not being a fully -paid share ), for 
all moneys (whether presently payable or not ) called , or 
payable at a fixed time, in respect of that share ; and 

(b ) on all shares (not being fully -paid shares) standing 
registered in the name of a single person , for all moneys 
presently payable by him or his estate to the company ; 


302 


Provided that the Board of directors may at any time 
declare any share to be wholly or in part exempt from the pro 
visions of this clause . 

(2) The company s lien , if any , on a share shall extend to 
all dividends payable thereon. 

10. The company may sell , in such manner as the Board 
thinks fit, any shares on which the company has a lien : 
Provided that no sale shall be made 
(a ) unless a sum in respect of which the lien exists is 

pre 
sently payable ; or 

(6 ) until the expiration of fourteen days after a notice in 
writing stating and demanding payment of such part of the 
amount in respect of which the lien exists as is presently 
payable, has been given to the registered holder for the time 
being of the share or the person entitled thereto by reason of 
his death or insolvency . 

11. ( 1) To give effect to any such „sale, the Board may 
authorise some person to transfer the shares sold to the pur. 
chaser thereof. 

(2) The purchaser shall be registered as the holder of the 
shaies comprised in any such transfer . 

(3 ) " The purchaser shall not be bound to see to the application 
of the purchase money , nor shall his title to the shares be 
affected by any irregularity or invalidity in the proceedings in 
reference to the sale . , 

12. ( 1) The proceeds of the sale shall be received by the 
company and applied in payment of such part of the amount in 
respect of which the lien exists as is presently payable , 

(2 ) The residue, if any, shall, subject to a like lien forsums 
not presently payable as existed upon the shares before the sale , 
be paid to the person entitled to the shares at the date of the sale . 

Calls on Shares 
13 . ( 1 ) The Board may, from time to time, make calls upon 
the members in respect of any moneys unpaid on their shares 
(whether on account of the nominal value of the shares or by 
way of premium ) and not by the conditions of allotment thereof 
made payable at fixed times : 

Provided that no call shall exceed one-fourth of the nominal 
value of the share or be payable at less than one month from the 
date fixed for the payment of the last preceding call. 

(2 ) Each member shall, subject to receiving at least fourteen 
days notice specifying the time or times and place of payment, 
pay to the company , at the time or times and place so 
The amount called on his shares, 

(3) A callmay be revoked or postponed at the discretion of 
the Board. 


specified, 
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14. A call shall be deemed to have been made at the time 
when the resolution of the Board authorising the call was passed 
and may be required to be paid by instalments . 

15. The joint holders of a share shall be jointly and severally 
liable to pay all calls in respect thereof . 

16. ( 1) If a sum called in respect of a share is not paid before 
or on the day appointed for payment thereof, the person from 
whom the sum is due shall pay interest theron from the day 
appointed for payment thereof to the time of actual payment at 
five per cent. per annum or at such lower rate , if any, as the 
Board may determine . 

( 2) The Board shall be at liberty to waive payment of any 
such interest wholly or in part. 

17 . ( 1 ) Anyosum which by the terms of issue of a share 
becomes payable on allotment or at any fixed date , whether on 
account of the nominal value of the share or by way of premium , 
shall , for the purposes of these regulations, be deemed to be a 
call duly made and payable on the date on which by the terms 
of issue such sum becomes payable . 

(2 ) In case of non -payment of such sum , all the relevant pro 
visions of these regulations as to payment of interest and ex 
penses, forfeiture or otherwise shall apply as if such sum had 
become payable by virtue of a call duly made and notified. 
18. The Board 

(a ) may , if it thinks fit, receive from any member willing 
to advance the same, all or any part of themoneys uncalled and 
unpaid upon any shares held by him ; and 

(6 ) upon all or any of the moneys so advanced ,may (until 
the same would , but for such advance, become presently pay 
able) pay interest at such rate not exceeding , unless the company 
in general meeting shall otherwise direct, six per cent per 
annum , as may be agreed upon between the Board and the 
member paying the sum in advance . 

Transfer of Shares 
19. ( 1) The instrument of transfer of any share in the company 
shall be executed by or on behalf of both the transferor and 
transferee . 

( 2 ) The transferor shall be deemed to remain a holder of the 
share until the name of the transferee is entered in theregister 
of members in respect thereof. 

20. Shares in the company shall be transferred in the following 
form , or in any usual or common form which the Board shall 
approve : 
" I, A. B. of 

, in consideration of the sun 
of rupees... 

paid to me by C. D.of ... 
(hereinafter called the transferee" ), do hereby transfer to the 

.... to ....... 
transferee the share [ or shares ] numbered ..... 

Company Ltd., to 
inclusive, in the undertaking called the ...... 


) 


304 


hold unto the said transferee, his executors, administrators and 
assigns , subject to the several conditions on which I held the 
same immediately before the execution hereof ; and I, the 
transferee, do hereby agree to take the said share (or shares ) 
subject to the conditions aforesaid . 

As witness our hands this 

day of 
Witness to the signatures of, etc." 

21. The Board may , subject to the right of appeal conferred 
by section 111 , decline to register 

(a) the transfer of a share, notbeing a fully-paid share, 
to a person of whom they do not approve ; or 

(6 ) any transier of shares on which the company has a 


lien . 


22. The Board may also decline to recognise any instrument 
of transfer unless 

(a ) a fee of two rupees is paid to the company in respect 
thereof ; 

(b ) the instrument of transfer is accompanied by the 
certificate of the shares to which it relates, and such other 
evidence as the Board may reasonably require to show the 
right of the transferor to make the transfer ; and 

(c ) the instrument of transfer is in respect of only one 
class of shares. 
23. The registration of transfers may be suspended at sứch 
times and for such periods as the Board may from time to time 
determine : 

Provided that such registration shall not be suspended for 
more than forty - five days in any year. 

24. The company shall be entitled to charge a fee not ex 
ceeding two rupees on the registration of every probate , letters 
of administration , certificate of death or marriage, power of 
attorney, or other instrument. 

Transmission of Shares. 
25. ( 1) On the death of a member , the survivor or survivors 
where the member was a joint holder , and his legal represen 
tatives where he was a sole holder , shall be the only persons 
recognised by the company as having any title to his interest in 
the shares. 

(2 ) Nothing in clause ( 1) shall release the estate of a deceased 
joint holder from any liability in respect of any share which had 
been jointly held by him with other persons. 

26. ( 1 ) Any person becoming entitled to a share in conse 
quence of the death or insolvency of a member may , upon such 
evidence being produced as may from time to time properly be 
required by the Board and subject as hereinafter provided , 
elect, either 

(a) to be registered himself as holder of the share on 
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(b ) to make such transfer of the share as the deceased 
or insolventmember could have made . 

( 2 ) The Board sball, in either case , have the same right to 
decline or suspend registration as it would have had, if the 
deceased or insolvent member had transferred the share before 
his death or insolvency. 

27. ( 1) If the person so becoming entitled shall ., elect to be 
registered as holder of the share himself, he shall deliver or 
send to the company a notice in writing signed by him stating 
that he so elects. 

(2 ), If the person aforesaid shall elect to transfer the share , 
he shall testify his election by executing a transfer of the share . 

( 3) All the limitations, restrictions and provisions of these 
regulations relating to the right to transfer and the registration 
of transfers of shares shall be applicable to any such notice or 
fransfer as aforesaid as if the death or insolvency of themember 
had not occurred and the notice or transfer were a transfer 
signed by that member . 

28. A person becoming entitled to a share by reason of the 
death or insolvency of the holder shall be entitled to the same 
dividends and other advantages to which he would be entitled if 
he were the registered holder of the share , except that he shall 
not, before being registered as a member in respect of the share , 
be entitled in respect of it to exercise any right conferred by 
membership in relation to meetings of the company : 

Provided that the Board may , at any time, give notice re 
quiring any such person to elect either to be registered himself 
or to transfer the share , and if the notice is not complied with 
within ninety days, the Board may thereafter withhold payment 
of all dividends, bonuses or other moneys payable in respect of 
the share , until the requirements of the notice have been com 
plied with . 

Forfeiture of Shares. 
29. If a member fails to pay any call , or instalment of a call , 
on the day appointed for payment thereof, the Board may , at any 
time thereafter during such time as any part of the call or instal 
ment remains unpaid , serve a notice on him requiring payment 
of so much of the call or instalment as is unpaid , together with 
any interest which may have accrued . 
30. The notice aforesaid shall 

( a ) name a further day (not being earlier than the ex 
piry of fourteen days from the date of service of the notice ) 
on or before which the payment required by the notice is to 
be made ; and 

( b ) state that, in the event of non -payment on or before 
the day so named , the shares in respect of which the call 
was made will be liable to be forfeited . 
31. If the requirements of any such notice as aforesaid are 
not complied with , any share in respect of which the notice has 
been given may , at any time thereafter, before the payment ie 
quired by the notice has been made , be forfeited by a resolution 
of the Board to that effect. 
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32. ( 1) A forfeited share may be sold or otherwise disposed 
of on such terms and in such manner as the Board thinks fit. 

(2 ) At any time before a sale or disposal as aforesaid , the 
Board may cancel the forfeiture on such terms as it thinks fit: 

33. ( 1) A person whose shares have been forfeited shall 
cease to be a member in respect of the forfeited shares, but 
shall, notwithstanding the forfeiture, remain liable to pay to the 
company all moneys which , at the date of forfeiture, were pre 
sently payable by him to the company in repect of the shares. 

(2 ) The liability of such person shall. cease if and when 
the company shall have received payment in full of all such 
moneys in respect of the shares. 

34 . ( 1) A duly verified declaration in writing that the 
declarant is a director, themanaging agent, the secretaries and 
treasurers, the manager or the secretary, of the company, ando 
that a share in the company has been duly forfeited on a date 
stated in the declaration, shall be conclusive evidence of the 
facts therein stated as against all persons claiming to be entitled 
to the share . 

(2) The company may receive the consideration , if any; 
given for the share on any sale or disposal thereof and may 
execure a transfer of the share in favour of the person to whom 
the share is sold or disposed of. 

( 3) The transferee shall thereupon.be registered as the 
holder of the share. 

(4) The transferee shall not be bound to see to the ap 
plication of the purchase money , if any , nor shall his title to the 
share be affected by any irregularity or invalidity in the 
proceedings in reference to the forfeiture , sale or disposal of 
the share. 

35. The provisions of these regulations as to forfeiture shall 
apply in the case of non -payment of any sum which , by the 
terms of issue of a share, becomes payable at a fixed time, 
whether on account of the nominal value of the share or by way 
of prenium , as if the samehad been payable by virtue of a call... 
duly made and notified. 

Conversion of Shares into Stock 
36. The company may ,by ordinary resolution , 

(a ) convert any paid -up shares into stock ; and 

b ) reconvert any stock into paid -up shares of any de . 
nomination 

37. The holders of stock may transfer the same or any part 
thereof in the samemanner as and subject to the same regula 
tions under which , the shares froin which the stock arose might 
before the conversion have been transferred , or as near thereto 
as circumstances admit : 

Provided ihal the Board may , from time to time, fixed the 
minimum amount of stock transferable , so however that such 
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minimum shall not exceed the nominal amount of the shares 
from which the stock arose. 

38. The holders of stock shall , according to the amount of 
stock held by them , have the same rights, privileges and 
advantages as regards dividends, voting at meetings of the 
company, and other matters, as if they held the shares from 
.which the stock arose ; but no such privilege or advantage 

(except participation in the dividends and profits of the 
company and in the assets on winding up) shall be conferred by 
an amount of stock which would not, if existing in shares, have 
coníerred that privilege or advantage. 

39. Such of the regulations of the company (other than those 
relating to share warrants), as are applicable to paid-up shares 
shall apply to stock and the words share " and " shareholder " 
in those regulations shall include " stock " and " stockholder" 
respectively 

Share Warrants. 
40. The company may issue share warrants subject to, and 
in accordance with , the provisions of sections 114 and 115 ; and 
accordingly the Board may in its discretion , with respect to any 
share which is fully paid up, on application in writing signed by 
the person registered as holder of the share , and authenticated 
by such evidence (if any ) as the Board may , from time to time, 
require as to the identity of the person signing the application , 
and on receiving the certificate (if any) of the share, and the 
amount of the stamp duty on the warrant and such fee as the 
Board may from time to time require, issue a share warrant. 

41. ( 1) .The bearer of a share warrant may at any time 
deposit the warrant at the office of the company, and so long as 
the warrant remains so deposited , the depositor shall have the 
same right of signing a requisition for calling a meeting of the 
company, and of attending, and voting and exercising the other 
privileges of a member at any meeting held after the expiry of 
two clear days from the time of deposit, as if his name were 
inserted in the register ofmembers as the holder of the shares 
included in the deposited warrant. 

( 2) Not more than one person shall be recognised as 
depositor of the share warrant. 

( 3) The company shall, on two days written notice , 
return the deposited share warrant to the depositor. 

42. ( 1) Subject as herein otherwise expressly provided , no 
person shall , as bearer of a share warrant, sign a requisition 
for calling a meeting of the company, or attend, or vote or 
exercise any other privilege of a member at a meeting of the 
company, or be entitled to receive any notices from the 
company . 

( 2 ) The bearer of a share warrant shall be entitled in all 
other respects to the same privileges and advantages as if he 

83,628 B , 
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were named in the register of members as the holder of the 
shares included in the warrant, and he shall be a member of 
the company . 

43. The Board may, from time to time, make rules as to the 
terms on which (if it shall think fit) a new share warrant or 
coupon may be issued by way of renewal in case of deſacement, 
loss or destruction . 

Alteration of Capital . 
44. The company may , from time to time, by ordinary reso 
lution increase the share capital by such sum , to be divided 
into shares of such amount, asmay be specified in the resolution . 
45. The company may , by ordinary resolution , 

( a ) consolidate and divide all or any of its share 
capital into shares of larger amount than its existing shares; 

(6 ) sub-divide its existing shares or any of them into 
shares of smaller amount than is fixed by the memorandum . 
subject, nevertheless, to the provisions of clause (d ) of 
sub -section ( 1 ) , of section 94 ; 

( c) cancel any shares which , at the date of the passing 
of the resolution , have not been taken or agreed to be taken 
by any person . 
46. The company may , by special resolution , reduce in any 
manner and with , and subject to , any incident authorised and 
consent required by law , 

( a ) its share capital ; 
(b ) any capital redemption reserve fund ; or 
( c) any share premium account. 

General Meetings. 
47. All generalmeetings other than annual general meetings 
shall be called extraordinary general meetings. 

48. ( 1) The Board may, whenever it thinks fit, call an 
extraordinary general meeting . 

( 2 ) If at any time there are not within India directors 
capable of acting who are sufficient in number to form a quorum , 
any director or any two members of the company may call an 
extraordinary generalmeeting in the samemanner, as nearly as 
possible , as that in which such a meeting may be called by the 
Board . 

Procecdings at General Meetings. 
49 . ( 1) No business shall be transacted at any generalmeet 
ing unless a quorum of members is present at the time when 
the meeting proceeds to business. 

(2 ) Save as herein otherwise provided , five members 
present in person in the case of a public company -- two mem , 
bers presentin person , in the case of a private company) shall 
he a quorum 
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50. The chairman , if any, of the Board shall preside as 
chairman at every general meeting of the company . 

51. If there is no such chairman, or if he is not present 
within fifteen minutes after the time appointed for holding the 
meeting, or is unwilling to act as chairman of the meeting , the 
directors present shall elect one of their number to be chair 
man of the meeting . 

52. If at any meeting no director is willing to act as chair 
man or if no director is present within fifteen minutes after the 
time appointed for holding the meeting, themembers present 
shall choose one of their number to be chairman of the 
meeting. 

53. ( 1 ) The chairman may, with the consent of any meeting 
at which a quorum is present, and shall, if so directed by the 
o meeting, adjourn the meeting from time to time and from place 
to place . 

(2 ) No business shall be transacted at any adjourned 
meeting other than the business left unfinished at the meeting 
from which the adjournment took place . 

(3 ) When a meeting is adjourned for thirty days or. more , 
notice of the adjourned meeting shall be given as in the case of 
an original meeting . 

(4 ) Save as aforesaid , it shall not be necessary to give any 
notice of an adjournment or of thebusiness to be transacted at 
an adjourned meeting.. 

54. In the case of an equality of votes , whether on a show of 
hands or on a poll, the chairman of the meeting at which the 
show of hands takes place, or at which the poll is demanded , 
shall be entitled to a second or casting vote . 

55. Any business other than that upon which a poll has 
been demanded may be proceeded with , pending the taking of 
the poll. 

Votes of Members . 
56. Subject to any rights or restrictions for the time being 
attached to any class or classes of shares, 

(a ) on a show of hands, every member present in 
person shall have one vote ; and 

(b ) on a poll , the voting rights of members shall be as 
laid down in Section 87 . 
57. In the case of joint holders, the vote of the senior who 
tenders a vote , whether in person or by proxy, shall be accepted 
to the exclusion of the votes of the other jointholders. 

For this purpose , seniority shall be determined by the order 
in which the names stand in the register of members. 

58. A member of unsound mind , or in respect of whom an 
order has been made by any Court having jurisdiction in lunacy, 
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may vote , 

whether on a show of hands or on a poll , by his com 
mittee or other legal guardian , and any such committee or 
guardian may , on a poll, vote by proxy. 

59. No member shall be entitled to vote at any generalmeet 
ing unless all calls or other sums presently payable by him in 
respect of shares in the company have been paid . 

60. (1) No objection shall be raised to the qualification of 
any voter except at the meeting or adjourned meeting at which 
the vote objected to is given or tendered , and every vote not 
disallowed at such meeting shall be valid for all purposes. 

(2 ) Any such objection made in due time shall ben refer 
red to the chairman of the meeting, whose decision shall be final 
and conclusive. 

61. The instrument appointing a proxy and the power of 
attorney or other authority, if any, under which it is signed or a 
notarially certified copy of that power or authority , shall be 
deposited at the registered office of the company not less than 
48 hours before the time for holding the meeting or adjourned . 
meeting at which the person named in the instrument proposes 
to vote , or , in the case of a poli, not less than 24 hours before 
the time appointed for the taking of the poll ; and in default 
the instrument of proxy shall not be treated as valid . 

62. An instrument appointing a proxy shall be in either of 
the forms in Schedule IX to the Act or a form as near thereto 
as circumstances admit. 

63. A vote given in accordance with the terms of an instru 
ment of proxy shall be valid , notwithstanding the previous death 
or insanity of the principal or the revocation of the proxy or of 
the authority under which the proxy was executed , or the trans 
fer of the shares in respect of which the proxy is given : 

Provided that no intimation in writing of such death , 
insanity , revocation or transfer shall have been received by the 
company at its office before the commencement of the meeting 
or adjourned meeting at which the proxy is used . 

Board of Directors. 
64. The number of the directors and the names of the first 
directors shall be determined in writing by the subscribers of 
the memorandum or a majority of them . 

65. ( 1) The renuneration of the directors shall, in so far as 
it consists of a monthly payment, be deemed to accrue from day 
: to day. 

( 2) In addition to the remuneration payable to them in 
pursuance of the Act ,the directorsmay be paid all travelling , 
hotel and other expenses properly incurred hy them 

(a ) in atiending and returning from meetings of the 
Board of direcci s cr ary committee thereof or general 
meetings of the company ; or 
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(b ) in connection with the business of the company . 
66. The qualification of a director shall be the holding of at 
least one share in the 

company . 
67 : The Board may pay all expenses incurred in getting up 
and registering the company. 

68. The company may exercise the powers corferred by 
section 50 with regard to having an official seal for use abroad , 
and such powers shall be vested in the Board . 

69. The company may exercise the powers conferred on it by 
sections 157 and 158 with regard to the keeping of a foreign 
register ; and the Board may (subject to the provisions of those 
sections) make and vary such regulations as it may think fit 
respecting the keeping of any such register. 

70. All cheques, promissory notes ,drafts , hundis, bills of ex 
change and other negotiable instruments, and all receipts for 
moneys paid to the company, shall be signed, drawn , accepted , 
endorsed , or otherwise executed , as the case may be, by the 
managing agent or secretaries and treasurers of the company, 
or where there is no managing agent or secretaries and 
treasurers , by such person and in such manner as the Board shall 
from time to time by resolution determine. 

71. Every director present at any meeting of the Board or of 
a committee thereof shalì sign his name in a book to be kept for 
that purpose . 

72. ( 1) The Board shall have power at any time, and from 
time to time, to appoint a person as an additional director who 
shall hold office until the next following general meeting. 

( 2) Such person shall however be eligible for appoint 
ment by the company at that meeting as a director, after the 
meeting has, if necessary , increased the number of the directors . 

Proceedings of Board . 
73 . ( 1 ) The Board of directors may meet for the despatch of 
business, adjourn and otherwise regulate its meetings, as it 
thinks fit . 

( 2 ) A director may , and the managing agent, secretaries 
and treasurers, manager or secretary on the requisition of a 
director shall, at any time, summon a meeting of the Board . 

74. (1 ) Save as otherwise expressly provided in the Act 
questions arising at any meeting of the Board shall be decided 
by a majority of votes. 

( 2) In case of an equality of votes, the chairman of the 
Board , if any, shall have a second or casting vote. 

75. The continuing directors may act notwithstanding any 
Vacancy in the Board ; but, if and so long as their number is re 
duced below the quorum fixed by the Act for a meeting of the 
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Board , the continuing directors or director may act for the 
purpose of increasing the number of directors to that fixed. For 
the quorum , or of summoning a general meeting of the company: 
but for no other purpose. 

76. (1) The Board may elect a chairman of its ineetings and 
determine the period for which he is to hold office . 

(2) If no such chairman is elected , or if at any meeting the 
chairman is not present within five minutes after the time 
appointed for holding the meeting the directors present may 
choose one of their number to be chairman of the meeting.. 
• 77. (1) The Board may , subject to the provisions of the Act, 
delegate any of its powers to committees consisting of such inem . 
ber or members of its body as it thinks fit . 

(2 ) Any committee so formed shall , in the exercise of the 
powers so delegated , conform to any regulations that may be 
imposed on it by the Board. 
78. (1 ) A committee may elect a chairman of its meetings. 

(2 ) If no such chairman is elected , or if at any meeting the 
chairman is not present within five minutes after the time 
appointed for holding the meeting, the members present may 
choose one of their number to be chairman of themeeting. 

79. (1) A committee may meet and adjourn as it thinks 
proper . 

( 2 ) Questions arising at any meeting of a committee shall 
be determined by a majority of votes of the members present, 
and in case of an equality of votes, the chairman shall have a 
second or casting vote . 

80 . All acts done by any meeting of the Board or of a 
committee thereof or by any person acting as a director, shall, 
notwithstanding that it may be afterwards discovered that there 
was some defect in the appointment of any one or more of such 
directors or of any person acting as aforesaid , or that they or any 
of them were disqualified ,be as valid as if every such director 
or such person had been duly appointed and was qualified to be 
a director. 

81. Save as otherwise expressly provided in the Act, a l eso 
lution in writing, signed by all the members of the Board or of 
a comunittee thereof, for the time being entitled to receive notice 
of a meeting of the Board or committee , shall be as valid and 
effectual as if it had been passed at a meeting of the Board or 
committee , duly convened and held . 


Manager or Secretary . 
82. (1) A manager or secretary may be appointed by the Board 
for such term , at such remuneration and upon such conditions as 

it may think fit ; and any manager or secretary so appointed may 
- be repioved by the Board . 
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(2 ) A director may be appointed as manager or secretary . 

A provision of the Act or these regulations requiring or 
authorising a thing to be done by or to a director and the mana 
ger or secretary shall not be satisfied by its being done by or to 
the same person acting both as director and as, or in place of, 
the manager or secretary . 

The Seal . 
84. ( 1) The Board shall provide for the safe custody of the 


seal. 


(2 ) The seal of the company shall not be affixed to any ins 
trument’except by the authority of a resolution of the Board or 
of a committee of the Board authorised by it in that behalf, and 
except in the presence of at least two directors and of the secre 
tary or such other person as the Board may appoint for the 
purpose ; and those two directors and the secretary or other 
përson aforesaid shall sign every instrument to which the seal 
of the company is so affixed in their presence . 


Dividends and Reserve. 
85. The company in general meeting may declare dividends 
but no dividend shall exceed the amount recommended by the 
Board . 

86. The Board may from time to time pay to the nembers 
such interim dividends as appear to it to be justified by the pro 
fits of the company . 

Com 

87. ( 1) The Board may , before recommending any dividend, 
set aside out of the profits of the company such sums as it thinks 
proper as a reserve or reserves which shall , at the discretion of 
the Board , be applicable for any purpose to which the profits of 
the company may be properly applied , including provision for 
meeting contingencies or for equalising dividends ; and pending 
such application ,may , at the like discretion , either be employed 
in the business of the company or be invested in such invest 
ments ( other than shares of the company) as the Board may , 
from time to time, think fit. 

(2) The Board may also carry forward any profits which it 
may think prudent not to divide , without setting them aside as 
a reserve . 

88. ( 1) Subject to the rights of persons, if any , entitled to 
shares with special rights as to dividends, all dividends shall be 
declared and paid according to the amounts paid or credited as 
paid on the shares in respect whereof the dividend is paid , but if 
and so long as nothing is paid upon any of the shares in the 
company, dividends may be declared and paid according to the 
amounts of the shares. 

(2 ) No amount paid or credited as paid on a share in ad 
vance of calls shall be treated for the purposes of this regulation 
as paid on the share. 


(3) All dividends shall be apportioned and paid proportio . 
nately to the amounts paid or credited as paid on the shares 
during any portion or portions of the period in respect of which 
the dividend is paid ; but if any share is issued on terms pro 
viding that it shall rank for dividend as from a particular date 
such share shall rank for dividend accordingly . 

89. The Board may deduct from any dividend payable to 
any member all sums of money , if any, presently payable by 
him to the company on account of calls or otherwise in relation 
to the shares of the company . 

90. ( 1) Any general meeting declaring a dividend or bonus 
may direct payment of such dividend or bonus, wholly or 
partly , by the distribution of specific assets ; and the Board 
shall give effect to the resolution of the meeting . 

( 2 ) Where any difficulty arises in regard to such distribu 
tion , the Board may settle the same as it thinks expedient, anu 
in particular may issue fractional certificates and fix the value 
for distribution of such specific assets or any part thereof and 
may determine that cash payments shall be made to any mem 
bers upon the footing of the value so fixed in order to adjust the 
rights of all parties , and may vest any such specific assets in 
trustees as may seem expedient to the Board . 

91. ( 1) Any dividend, interest or other moneys payable in 
cash in respect of shares may be paid by cheque or warrant sent 
through the post directed to the registered address the holder 
or, in the case of joint holders, to the registered address 
of that one of the joint holders who is first named on the register 
of members, or to such person and to such address as the 
holder or joint holders may in writing direct. 

(2 ) Every such cheque or warrant shall be made payable 
to the order of the person to whom it is sent. 

92. Any one of two or more joint holders of a share may give 
effectual receipts for any dividends, bonuses or other moneys 
payable in respect of such share . 

93. Notice of any dividend thatmay have been declared shall 
be given to the persons entitled to share therein in the manner 
mentioned in the Act. 
94. No dividend shall bear interest against the company. 

Accounts. 
( 1) The Board shall from time to time determine whether 
and to what extend and at what times and places and under 
what conditions or regulations, the accounts and books of the 
company, or any of them , shall be open to the inspection ofmem 
bers not being directors. 

(2 ) No inember ( not being a director ) shall have any right 
of inspecting any account or book or document of the company 
except as conferred by law or authorised by the Board or by 
the company, in general meeting . 


95 . 
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96 . 


Capitalisation of profits 
( 1). The company in general meeting may , upon the 
recommendation of the Board , resolve 

(a ) that it is desirable to capitalise any part of the 
amount for the time being standing to the credit of any of 
the company s reserve accounts , or to the credit of the profit 
and loss account, or otherwise available for distribution ; and 

( b ) that such sum be accordingly set free for distribu 
tion in the manner specified in clause (2 ) amongst the 
members who would have been entitled thereto , if distri 
buted by way of dividend and in the same proportions. 

( 2 ) The sum aforesaid shall not be paid in cash but shall be 
applied , subject to the provision contained in clause (3 ) , either 
in or towards 

(i) paying up any amounts for the time being unpaid 
on any shares held by such members respectively ; 

( ii) paying up in full , unissued shares or debentures of 
the company to be allotted and distributed , credited as fully 
paid up, to and amongst such members in the proportions 
aforesaid ; or 

( iii ) partly in the way specified in sub - clause (i) and 
partly in that specified in sub - clause (ii) . 

( 3) A share premium account and a capital redemption 
reserve fund may, for the purposes of this regulation , only be 
applied in the paying up of unissued shares to be issued to 
members of the company as fully paid bonus shares. 

(4 ) The Board shall give effect to the resolution passed by 
the company in pursuance of this regulation . 

97. Whenever such a resolution as aforesaid shall have 
been passed , the Board shall 

(a ) make all appropriations and applications of the un 
divided profits resolved to be capitalised thereby , and all 
allotments and issues of fully paid shares or debentures , if 


7. (1 w 


any ; and 


(6 ) generally do all acts and things required to give 
effect thereto . 
(2 ) The Board shall have full power- 

( a ) to make such provision , by the issue of fractional 
certificates or by payment in cash or otherwise as it thinks 
fit, for the case of shares or debentures becoming distribut 
able in fractions ; and also 

(6 ) to authorise any person to enter, on behalf of all 
the members entitled thereto , into an agreement with the 
company providing for the allotment to them respectively , 
credited as fully paid up, of any further shares or deben 
tures to which they may be entitled upon such capitalisa 
tion , or (as the case may require ) for the payment up by the 
83-828 B 
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company on their behalf, by the application thereto of their 
respective proportions of the profits resoived to be capit 
alised , of the amounts or any part of the amounts remaining 
unpaid on their existing shares. 

(3 ) Any agreement made under such authority shall be 
effective and binding on all such members. 

Winding up 
98. (1) If the company shall be wound up, the liquidator 
may with the sanction of a special resolution of the company 
and any other sanction required by the Act, divide amongst the 
members, in specie or kind , the whole or any part of the assets 
of the company, whether they shall consist of property of the 
same kind or not. 

( 2 ) For the purpose aforesaid , the liquidator may set suche 
value as he deems fair upon any property to be divided as 
aforesaid and may determine ho : such division shall be carried 
out as between the members or different classes ofmembers. 

(3 ) The liquidator may , with the like sanction , vest the 
whole or any part of such assets in trustees upon such trusts 
for the benefit of the contributories as the liquidator , with the 
like sanction , shall think fit, but so that no member shall be 
compelled to accept any shares or other securities whereon 
there is any liability . 


Indemnity 
99. Every officer or agent for the time being of the company 
shall be indemnified out of the assets of the company against 
any liability incurred by him in defending any proceedings, 
whether civil or criminal, in which judgment is given in his 
favour or in which he is acquitted or in connection with any 
application under section 633 in which relief is granted to him 
by the Court. 


TABLE B 


MEMORANDUM OF ASSOCIATION OF A COMPANY LIMITED 

BY SHARES 
1st - The name of the company is “ The Eastern Steam 
Packet Company, Limited" . 

2nd. — The registered office of the company will be situated 
in the State of Bombay . 

3rd . — The objects for which the company is established are 
" the conveyance of passengers and goods in ships or boats bet 
ween such places as the company may from time to time deter 
mine , and the doing of all such other things as are incidental or 
conducive to the attainment of the above object" , 
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4th . - The liability of the members is limited . 

5th . — The share capital of the company is two hundred 
thousand rupees, divided into one thousand shares of two hun 
dred rupees each . 

We, the several persons whose names and addresses are 
subscribed , are desirous of being formed into a company in 
pursuance of this memorandum of association , and we respecti 
vely agree to take the number of shares in the capital of the 
company set opposite our l espective names . 


Names, Addresses , Descriptions and 

Occupations of Subscribers. 


Number of 
shares taken by 
each subscriber . 


1. A. B. of. 
2. C. D. of 
3. E. F. of . 
4. GH. of. 
5. I. J. of.. 
6. K.L. of . 
7. M. N.of. 


.merchant 
..merchant 

merchant 
.merchant 
.merchant 
.merchant 
.merchant 


200 
25 
30 
40 
15 

5 
10 


Total shares taken 


325 


.19 


Dated the.. .day of.. 
Witness to the above signatures 

X. Y. of. 


TABLE C 
MEMORANDUM AND ARTICLES OF ASSOCIATION OF A COMPANY 
LIMITED BY GUARANTEE AND NOT HAVING A SHARE CAPITAL 

Memorandum of Association 
1st. The name of the company is " The Mutual Calcutta 
Marine Association , Limited" . 

2nd . — The registered office of the company will be situate 
in the State of West Bengal. 


3rd . - The objects for which the company is established are 
“ the mutual insurance of ships belonging to members of the 
company, and the doing of all such other things as are inciden 
tal or conducive to the attainment of the above object" . 

4th . - The liability of the members is limited . 

5th .-- Every member of the company undertakes to contri 
bute to the assets of the company in the event of its being 
wound up while he is a member, or within one year after he 
ceases to be a member , for payment of the debts and liabilities 
of the company contracted before he ceases to be a member , 
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and the costs, charges and expenses of winding up and for the 
adjustment of the rights of the contributories among them . 
selves, such amount as may be required , not exceeding one 


hundred rupees. 


We, the severalpersons whose names and , addresses are sub 
scribed , are desirous of being formed into a company , in pur 
suance of this memorandum of association . 

Names, Addresses, Descriptions and Occupations of Subs 
cribers . 
1. A. B. of 

merchant, 
2. C. D. of 

merchant. 
3. E. F. of 

merchant. 
4. G. H. of 

merchant. 
5. I. J. of 

merchant. 
6. K. L. of 

merchant. 
7. M , N. of 

· , merchant. 
Dated the.. 

day of.. 
Witness to the above signatures 
X. Y. of.. 


ARTICLES OF ASSOCIATION OF A COMPANY LIMITED BY 
GUARANTEE AND NOT HAVING A SHARE CAPITAL . 

Interpretation . 
1. (1 ) In these articles 

( a ) " the Act means the Companies Act, 1956 . 

6 ) " the seal” means the common seal of the company. 
(2 ) Unless the context otherwise requires, words or expres 
sions contained in these regulations shall bear the samemeaning 
as in the Act or any statutory modification thereof in force at 
the date at which these regulations become binding ,on the com 
pany . - 

Members . 
2 . The number of members with which the company proposes 
to be registered is 500 , but the Board of directors may, from 
time to time, whenever the company or the business of the com 
pany requires it, register an increase of members . 

3. The subscribers to the memorandum and - such other per 
sons as the Board shall admit to membership shall be members 
of the company. 

General Meetings . 
4. All general meetings other than annual general meetings 
shall be called extraordinary generalmeetings. 

5. ( 1 ) The Board may , whenever it thinks fit , call an extra 
ordinary generalmeeting . 

( 2 ) If at any time there are not within India directors cap 
able of acting , who are sufficient in number to form a quorum , 
any director or any two members of the company may call an 
extraordinary general meeting in the samemanner as nearly as 
pussible, as that in which such a meeting may be called by the 
Board . 
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Proceedings at General Meetings 
6 . 

( 1) No business shall be transacted at any general meeting 
unless a quorum of members is present at the time when the 
meeting proceeds to business . 

( 2 ) Save as herein otherwise provided, five members 
pre 
sent in person shall be a quorum . 

7. (1 ) If within half an hour from the time appointed for 
holding the meeting a quorum is nut present, the meeting, if 
called upon the requisition of members , shall be dissolved . 

(2) In any other case , the meeting shall stand adjourned to 
the same day in the next week , at the same time and place, or to 
such other day and at such other time and place as the Board 
may determine. 

(3) If at the adjourned meeting a quorum is not present 
within half an hour from the time appointed for the meeting , 
the members present shall be a quorum . 

8. The chairman , if any, of the Board shall preside as chair 
man at every general meeting of the company. 

9. If there is no such chairman , or if he is not present within 
fifteen minutes after the time appointed for holding ine meeting, 
or is unwilling to act as chairman of the meeting, the directors 
present shall elect one of their number to be chairman of the 
meeting. 

10 If at any meeting no director is willing to act as chairman 
or if no director is present within fifteen minutes after the time 
appointed for holding the meeting, the members present shall 
choose one of their number to be chairman of the meeting. 
11. 

( 1 ) The chairman may, with the consent of any meeting 
at which a quorum is present, and shall if so directed by the 
meeting, adjourn the meeting from time to time and from place 
to place . 

(2 ) No business shall be transacted at any adjourned meet 
ing other than the business left unfinished at the meeting from 
which theadjournment took place . 

( 3 ) When a meeting is adjourned for thirty days or more , 
notice of the adjourned meeting shall be given as in the case of 
an originalmeeting . 

(4 ) Save as aforesaid , it shall not be necessary to give any 
notice of an adjournment or of thebusiness to be transacted at 
an adjourned meeting . 

12. In the case of an equality of votes, whether on a show of 
hands or on a poll, the chairman of the meeting at which the 
show of hands takes place , or at which the poll is demanded 
shall be entitled to a second or casting vote . 
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13. Any business other than that upon which a poll has been 
demanded may be proceeded with , pending the taking of the 
poll. 

Votes of Members . 
14. Every member shall have one vote . 

15 . A member of unsound mind , or in respect of whom an 
order has been made by any Courthaving jurisdiction in lunacy , 
mittee or other legal guardian , and any such committee of 
guardian may , on a poll, vote by proxy. 

16. No member shall be entitled to vote at any general meet 
ing unless all sums presently payable by him to the company 
have been paid . 

17. (1 ) No objection shall be raised to the qualification of 
any voter except at the meeting or adjourned meeting at wisich 
the vote objected to is given or tendered, and every vote not 
disallowed at such meeting shall be valid for all purposes. 

(2 ) Any such objection made in due time shall be referred 
to the chairman of the meeting, whose decision shall be final 
and conclusive. 

18. A vote given in accordance with the terms of an instru 
ment of proxy shall be valid , notwithstanding the previous 
death or insanity ofthe principal or the revocation of the proxy 
or of the authority under which the proxy was executed : 

Provided that no intimation in writing of such death , in 
sanity , revocation or transfer shall have been received by the 
company at its office before the commencement of the meeting 
or adjourned meeting at which the proxy is used. 

Board of Directors . 
The number of the directors and the names of the first 
directors shall be determined in writing by the subscribers of 
the momorandum or a majority of them . 

20. ( 1 ) The remuneration of the directors shall, in so far as 
it consists of a monthly payment, be deemed to accrue from day 
to day. 

( 2) The directors may also be paid all travelling , hotel 
and other expenses properly incurred by them 

(a ) in attending and returning from mettings of the 
Board or any committee thereof or general meetings of the 
company ; or 

(b ) in connection with the business of the company . 

Proceedings of Meetings of Board . 
21. (1) The Board of directors may meet for the despatch 
of business, adjourn and otherwise regulate its meetings, as it 
thinks fit. 
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( 2 ) A director may, and the managing agent, secretaries 
and treasurers , manager or secretary on the requisition of a 
director shall , at any time, summon a meeting of the Board . 

22. ( 1 ) Save as otherwise expressly provided in the Act, 
questions arising at anymeeting of the Board shall be decided 
by a majority of votes . 

( 2 ) In case of an equality of votes, the chairman shall 
have a second or casting vote . 

23. The continuing directors may act notwithstanding any 
vacancy in the Board ; but, if and so long as their number is 
reduced below the quorum fixed by the Act for a meeting of the 
Board , the continuing directors or director may act for the pur 
pose of increasing the number of directors to that fixed for the 
quorum , or of summoning a general meeting of the company, 
but for no other purpose . 

$ 4. ( 1 ) The Board may elect a chairman of its meetings and 
determine theperiod for which he is to hold office. 

(2 ) If no such chairman is elected, or if at any meeting 
the chairman is not present within five minutes after the tiine 
appointed for holding the meeting , the directors present may 
choose one of their number to be chairman of the meeting. 

25. ( 1 ) The Board may , subject to the provisions of the Act , 
delegate any of its powers to committees consisting of such 
member or members of its body as it thinks fit . 

(2 ) Any committee so formed shall, in the exercise of 
the powers so delegated , conform to any regulations that may 
be imposed on it by the Board . 
26. ( 1) A committee may elect a chairman of its meetings. 

(2 ) If no such chairman is elected , or if at any meeting 
the chairman is not present within five minutes after the time 
appointed for holding the meeting , the members present may 
choose one of their number to be chairman of the meeting . 

27. ( 1 ) A committee may meet and adjourn as it thinks 
proper . 

( 2 ) Questions arising at any meeting of a committee shall 
be determined by a majority of votes of the members present 
and in case of an equality of votes, the chairman shall have a 
second or casting vote . 

28. All acts done by any meeting of the Board or of a com 
mittee thereof, or by any person acting as a director, shall, not 
withstanding that it may be afterwards discovered that there 
was somedelect in the appointment of any one or more of such 
directors or of any person acting as aforesaid , or that they or 
any , of them were disqualified, be as valid as if every such 
director or such person had been duly appointed and was quali 
fied to be a director , 
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29. Save as otherwise "expressely provided in the Act, a 
resolution in writing, signed by all the members of the Board of 
a committee thereof for the time being entitled to receive notice 
of a meeting of the Board or committee, shall be as valid and 
effectual as if it had been passed at a meeting of the Board or 
committe , duly convened and held . 

Manager or Secretary 
30. (1) A manager or Secretary may be appointed by the 
Board for such term at such remuneration and upon such condi 
tions as it may think fit ; and any manager or secretary so ap 
pointed may be removed by the Board . 

(2 ) A director may be appointed asmanager or secretary . 
-31. A provision of the Act or these regulations requiring or 
authorising a thing to be done by or to a director and the 
manager or secretary shall not be satisfied by its being done by 
or to the same person acting both as director and as, or in place 
of, the manager or secretary . 

The Seal 
32. ( 1) The Board shall provide for the safe custody of the 
seal. 

(2 ) The seal of the company shall not be affixed to any 
instrument except by the authority of a resolution of the Board 
of directors, and except in the presence of at least two directors 
and of the secretary or such other person as the Board may 
appoint for the purpose ; and those two directors and the secret 
ary or other person as aforesaid shall sign every instrument to 
which the seal of the company is so affixed in their presence . 
Names, Addresses , Descriptions and Occupations 

of Subscribers. 
1. A. B. of 

Merchant 
2. C. D. of 

Merchant 
3. E. F. of 

Merchant 
4. G. H. of 

Merchant 
5. I. J. of 

Merchant 
6. K.L. of 

Merchant 
7. M.N. of 

Merchant 
Dated the 

day of 

19 
Witness to the above signatures 
X. Y. of 


TABLE D. 
MEMORANDUM AND ARTICLES OF ASSOCIATION OF A 
COMPANY LIMITED BY GUARANTEE AND 

HAVING A SHARE CAPITAL . 

Memorandum of Association . 
1st .- The name of the company is " The Snowy Range Hotel 
Company, Limited” . 
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2nd. - The registered office of the company will be situate in 
the State of West Bengal. 

3rd . — The olijects for which the company is established are 
" the facilitating of travelling in the Snowy Range , by providing 
hotels and conveyances by sea and by land for the accommoda 
tion of travellers and the doing of all such other things as are 
incidental or conduce to the attainment of the above object” . 

4th . - The liability of the members is limited . 

5th . - Every member of the company undertakes to contri 
bute to the assets of the company in the event of its being 
wound up while he is a member , or whithin one year after ha 
ceases ko be a member for payment of the debts and liabilities 
of the company, contracted before he ceases to be a member 
and the costs, charges and expenses of winding up the sameand 
for the adjustment of the rights of the contributories among 
themselves, such amount as may . be required , not exceeding 
fifty rupees . 

6th . - The share capital of the company shall consist of five 
hundred thousand rupees, divided into five thousand shares of 
one hundred rupees each . 

We, the several persons whose names and addresses are 
subscribed are desirous of being formed into a company , in pur 
suance of this memorandum of association, and we respectively 
agree to take the number of shares in the capital of the com 
pany set opposite our respective names. 


Names , Addresses, Descriptions and Occu 

pations of Subscribers 


Number of shares 
taken by each 

subscriber 


Merchant 


1. A. B. of 
2. C. D. of 
3. E. F. of 
4. G. H. of 
5. I. J. of 
6. K. L. of 
7. M. N. of 


200 
25 
30 
40 
15 

5 
10 


22 


Total shares taken 


325 


Dated the.. 


day of... 


19 


Witness to the above signatures 


X. Y. of.. 


33-828 L. 
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ARTICLES OF ASSOCIATION OF A COMPANY LIMITED BY : 

GUARANTEE AND HAVING A SHARE CAPITAL 
1. The number of members with which the company propóses 
to be registered is 100, butthe directors may from time to time 
register an increase ofmembers . 

2. All the articles of Table A in Schedule. I annexed to the 
Companies Act, 1956 , shall be deemed to be incorporated with 
these articles and to apply to the company . 
Names, Addresses, Descriptions and Occupations of Subscribers. 


Merchant. 


1. A. B. of 
2. C.D. of 
3. E. F. of 
4. G. H. of 
5. I. J. of 
6. K. L. of 
7. M.N. of 


19 


Dated the ... 

day of 
Witness to the above signatures . 

X , Y. of. 


TABLE E 


MEMORANDUM AND ARTICLES OF ASSOCIATION OF AN 

UNLIMITED COMPANY 


Memorandum of Association 


1st .-- The name of the company is “ The Patent Stereotype 
Company ." 

2nd . - The registered office of the company will be situate in 
the State of West Bengal. 

3rd . - The objects for which the company is established are 
" the working of a patent method of founding and casting stereo 
type plates of which method P.Q., of Bombay , is the sole 
patentee " . 

We, the several persons whose names are subscribed , are 
desirous of being formed into a company in pursuance of this 
memorandum of association , and we respectively agree to take. 
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the number of shares in the capital of the company set opposite 
our respective names. 


Names, Addresses, Descriptions and Occu 

pations of Subscribers. 


Number of shares 
taken by each 
subscriber . 


.Merchant 


1. A. B. of 
2. C.D. of 
2. E.F. of 
4.GH. of 
5. I. J. of 
6. K. L. of 
7. M.N.of 


3 
2 
1 
2 
21 


22 


> 


23 


1 


1 


Total shares taken 


12 


: 19 


Dated the . 

day of.. 
Witness to the above signatures . 

X. Y. of. 


ARTICLES OF ASSOCIATION OF AN UNLIMITED COMPANY, 
1. The number of members with which the company pro 
poses to be registered is 20, but the Board may from time to 
time register an increase ofmembers. 

2. The share capital of the company is twenty thousand 
rupees, divided into twenty shares of one thousand rupees 
each . 
3. The company may by special resolution 

( a ) increase the share capital by such sum to be 
divided into shares of such amountfas the resolution nay 
prescribe ; 

( 6 ) consolidate its shares into shares of a larger 
amount than its existing shares ; 

(c ) sub -divide its shares into shares of a smaller 
amount than its existing shares ; 

( d ) cancel any shares which at the date of the passing 
of the resolution have not been taken or agreed to be taken 
by any person ; 

(e) reduce its share capital in any way . 
4. All the articles of Table A in Schedule I to the Companies 
Act, 1956 , except articles (36, 37, 38, 39, 44, 45 and 46) shall be 
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deemed to be incorporated with these articles and to apply to 


the company. 


Names, Addresses, Descriptions and Occupations of Subscribers 


Merchant. 


1. A. B. of 
2. C. D. of 
3. E. F. of 
4. G. H. of 
5. I. J. of 
6. K.L. of 
7. M. N. of 


Dated the 

day of 
Witness to the above signatures 

X. Y. of 


TABLE F. 


FORM OF STATEMENT TO BE PUBLISHED BY LIMITED BANKING COM 

PANIES , INSURANCE COMPANIES AND DEPOSIT, PROVIDENT OF 
BENEFIT SOCIETIES. 


* The share capital of the company is Rs... divided into 
.... shares of Rs.. 

... each . 
The number of shares issued is 

Calls to the amount 
of Rs. 

per share have been made, under which the 
sum of Rs............has been received . 

The liabilities of the company on the thirty - first- day of 
December (or thirtieth day of June ) were 
Debts owing to sundry persons by the company : 

Under decree, Rs. 
On mortgages or bonds, Rs. 
On notes, bills or hundis, Rs. 
On other contracts, Rs. 

On estimated liabilities , Rs. 
The assets of the company on that day were : 

Government securities [ stating them ], Rs. 
Bills of exchange, hundis, and promissory notes, Rs. 
Cash at the Bankers, Rs. 

Other securities, Rs. 
*If tho companyhas no capitaldivided into shares , the portion of the 
statement relating to capital and shares must he omitted . 


SCHEDULE il. 

(See sections 44 (2 ) ( a ) and 56.] 
Matiers to be specified in Prespectus and Reports io be 

set out therein , 


PART I. 

MATTERS TO BE SPECIFIED . 
1 . 

( 1 ) Save ashereinafter provided in clause 27, the main 
objects of the company, with the names, addresses, descriptions 
and, occupations of the signatories of the memorandum and the 
number of shares subscribed for by them . 

( 2) The number and classes of shares , if any, and the 
nature and extent of the interest of the holders in the property 
and profits of the company. 

(3). The number of redeemable preference shares intended 
to be issued , with the date of redemption or, where no date is 
fixed , the period of notice required for redeeming the shares 
and the proposed method of redemption . 

2. (1 ) The number of shares, if any, fixed by the articles as 
the qualification of a director. 

( 2 ) - Any provision in the articles as to the remuneration of 
the directors whether for their services to the company as 
directors , managing directors or otherwise . 
3. (1:) The names, addresses,descriptions and occupations of 

(a) the directors or proposed directors : 
(b ) the managing director or proposed managing direc 

tor, if any ; 
(c ) the managing agent or proposed managing agent, il 

any ; 
(d ) secretaries and treasurers or proposed secretaries 

and treasurers , if any ; 

the manager or proposed manager , if any. 
(2 ) Any provision in the articles or in any contract which has 
been entered into as to the appointment of a managing director, 
managing agent, secretaries and treasurers or manager, the 
remuneration payable to him or them , and the compensation , if 
any , payable to him or them for loss of office, 

4. In the case of a company managed by a managing agent or 
secretaries and treasurers which is a body corporate, the sub 
scribed capital of that body. 

5. Where shares are offered to the public for subscription , 
particulars as to 

(a ) the minimum amount which , in the opinion of the 
directors or of the signatories of the inemorandum arrived 
at after due inquiry , must be raised by the issue of those 
shares in order to provide the sums, or, if any part thereof . 
is to be defrayed in any other manner , the balance of the 
sums, required to be provided in respect of each of the 
following heads and distinguishing the amount required 
under each headi : 


( e) 
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(i) the purchase price of any property purchased or to 
be purchased which is to be defrayed in whole or in 
part out of the proceeds of the issue; 

(ii) any preliminary expenses payable by the company, 
and any commission so payable to any person in consi 
deration of his agreeing to subscribe for, or of his 
procuring or agreeing to procure subscriptions for, any 
shares in the company; 

(iii ) the repayment of any moneys borrowed by the 
company in respect of any of the foregoing matters; 
(iv ) working capital; 

(v ) any other expenditure , stating the nature and 
purpose thereof and the estimated amount in each case ; 

(b) the amounts to be provided in respect of the matters 
aforesaid otherwise than out of the proceeds of the issue and 

the sources out of which those amounts-are to be provided . 
6. The time of the opening of the subscription lists . 

7. The amount payable on application and allotment on each 
share, and in the case of a second or subsequent offer of shares, 
the amount effered for subscription on each previous allotment 
made within the two preceding years, the amount actually 
allotted , and the amount, if any, paid on the shares so allotted . 

8. The substance of any contract or arrangement or proposed 
contract or arrangement, whereby any option or preferenţial 
right of any kind has been or is proposed to be given to any 
person to subscribe for any shares in or debentures of, a company, 
giving the number , description and amount of any such shares or 
debentures and including the following particulars of the option 
or right : 

(a ) the period during which the option or right is exercis 
able ; 

(b ) the price to be paid for shares or debentures subscribed 
for under the option or right; 

(c ) the consideration , if any, given or to be given for the 
option or right or for the right thereto ; 

(d ) the names , addresses, descriptions and occupations, of 
the persons to whom the option or right or the right thereto 
has been given or is proposed to be given or, if given to 
existing shareholders or debenture holders as such , the 
description and numbers of the relevant shares or deben 
tures ; 

( e ) any other material fact or circumstances relevant to 
the grant of the option or right. 

Explanation : -Subscribing for shares or debentures shall, 
for the purpose of this clause , include acquiring them from a 
person to whom they have been allotted or agreed to be allotted 
with a view to his offering them for sale . 

9. The number , description , and amount of shares and deben 
tures which within the two preceding years have been issued , or 
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agreed to be issued , as fully or partly paid up otherwise than in 
cash , and in the latter case the extent to which they are so 
paid up, and in either case the consideration for which those 
shares or debentures have been issued or agreed to be issued . 

10. The amount paid or payable by way of premium , if any, 
on each share which has been issued within the two years preced 
ing the date of the prospectus , or is to be issued , stating the 
dates or proposed dates of issue and , where some shares have 
been or are to be issued at a premium and other shares of the 
same class at a lower premium , or at par or at a discount, the 
reasons for the differentiation and how any premiums received 
have been or are to be disposed of . 

11. where any issue of shares or debentures is underwritten , 
the names of the underwriters, and the opinion of the directors 
that the resources of the underwriters are sufficient to discharge 
their obligations. 
12. ( 1 ) As respects any property to which this clause applies . 

(a ) the names, addresses, descriptions and occupations 
of the vendors; 

(b ) the amount paid or payable in cash , shares or 
debentures to the vendor and, where there is more than one 
separate vendor, or the company is a sub -purchaser , the 
amount so paid or payable to each vendor, specifying sepa 
rately the amount, if any, paid or payable for goodwill; 

( c ) the nature of the title or interest in such property 
o acquired or to be acquired by the company ; 

( d ) short particulars of every transaction relating to 
the property completed within the two preceding years , in 
which any vendor of the property to the company or any 
person who is, or was at the time of the transaction , a pro 
moter or a director or proposed director of the company had 
any interest, direct or indirect, specifying the date of the 
transaction and the name of such promoter, director or 
proposed director and stating the amount payable by or to 
such vendor, promoter, director or proposed director in 

respect of the transaction. 
(2 ) The property to which sub- clause (1 ) applies is property 
purchased or acquired by the company or proposed so to be pur 
chased or acquired , which is to be paid for wholly or partly out 
of the proceeds of the issue offered for subscription by the pros 
pectus or the purchase or acquisition of which hasnot been com 
pleted at the date of the issue of the prospectus , other than pro 

(a ) the contract for the purchase or acquisition where 
of was entered into in the ordinary course of the company s 
business , the contract not being made in contemplation of the 
issue nor the issue in consequence of the contract ; or 

(6 ) as respects which the amount of the purchase 
money is not material, 


pertyedate 
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(3) For the purposes of this clause, where any of the vendors 
is a firm , the members of the firm shall not be treated as sepa . 
Tate vendors . 

13. The amount, if any , or the nature and extent of any 
consideration , paid within the two preceding years, or payable, 
as commission to any person (including commission so paid or 
payable to any sub -underwriter, who is a promoter or officer of 
the company ) for subscribing or agreeing to subscribe, or proa 
curing or agreetng to procure subscriptions for any shares in , 
or debentures of the company ; and giving also the following 
particulars, namely : - 

(a) the name, address, description and occupation of 
cach such person ; 

(b ) particulars of the amounts which each has under 
written or sub -underwritten as aforesaid ; 

(c ) the rate of the commission payable to each for such 
underwriting or sub -underwriting; 

(d ) any other material term or condition of the under 
writing or sub-underwriting contract with each such 


person ; and 


(e ) when any such person if a company or a firm , the 
nature of any interest, direct or indirect, in such company 
or firm of any promoter or officer of the company in respect 

of which the prospectus is issued. 
14. (1) Save as hereinafter provided in clause 27 , the 
amount or estimated amount of preliminary expenses and 
the persons by whom any of those expenses have been paid or 
are payable . 

(2 ) Save as aforesaid , the amount or estimated amount of 
the expenses of the issue and the persons by whom any of those 
expenses have been paid or are payable. 

15. Any amount or benefit paid or given within the two pre 
ceding years or intended to be paid or given to any promoter or 
officer , and the consideration for the payment or the giving of 
the benefit . 
16. (1) The dates of, parties to , and general nature of 

(a ) every contract appointing or " fixing the remunera 
tion of a managing director , managing agent, secretaries 
and treasurers or manager whenever entered into , that is to 
say , whether within , or more than , two years before the 
date of the prospectus ; 
(6 ) every other material contract, not being a 

contract 
entered into in the ordinary course of the business carried 
on or intended to be carried on by the company or a 
tract entered into more than two years before the date of 
the prospectus. 

(2 ) A reasonable time and place at which any such contract 
or a copy thereof may be inspected . 
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17. The names and addresses of the auditors, if any, of the 


company. 


by it , 


18.. ( 1 ) Full particulars of the nature and extend of the 
interest, if any, of every director or promoter 

( a ) in the promotion of the company; or 

(b ) in any property,acquired by the company within two 
years of the date of the prospectus or proposed to be acquired 

(2 ) Where the interest of such a director or promoter con 
sists in being a member of a firm or company, the nature and 
extent of the interest of the firm or company , with a statement 
of all sums paid or agreed to be paid to him or to the firm or 
company in cash or shares or otherwise by any person either to 
induce him to become, or to qualify him as, a director , or other 
,wise for services rendered by him or by the firm or company in 
cornection with the promotion or formation of the company. 

19. If the share capital of the company is divided into 
different classes of shares, the right of voting at meetings of the 
company conferred by , and the rights in respect of capital and 
dividends attached to , the several classes of shares respectively . 

20. Where the articles of the company impose any restric 
tions upon the members of the company in respect of the right 
to attend, speak or vote at meetings of the company or of the 
right to transfer shares, or upon the directors of the company 
in respect of their powers ofmanagement, the nature and extent 
of those restrictions. 

21. ( 1) In the case of a company which has been carrying on 
business, the length of time during which the business of the 
company has been carried on . 

(2 ) If the company proposes to acquire a business which 
has been carried on for less than three years, the length of time 
during which the business has been carried on . 

22 . ( 1) If any reserves or profits of the company or any of 
its subsidiarieshave been capitalised , particulars of the capitali 
sation . 

( 2 ) Particulars of the surplus arising from any revaluation 
of the assets of the company or any of its subsidiaries during 
the two years preceding the date of the prospectus and the man 
ner in which such surplus has been dealt with . 

23. A reasonable time and place at which copies of all 
balance sheets and profit and loss accounts, if any, on which the 
report of the auditors under Part II of this Schedule is based , 
may be inspected . 

PART II 

REPORTS TO BE SET OUT 
24. ( 1) A report by the auditors of the company with respect 
to 

(a ) profits and losses and assets and liabilities, in accord 
ance with sub - clause ( 2 ) or ( 3) of this clause , as the case 
may require ; and 
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(6 ) the rates of the dividends, if any , paid by the com 
pany in respect of each class of shares in the company for 
each of the five financial years immediately preceding the 
issue of the prospectus, giving particulars of each class of 
shares on which such dividends have been paid and particu 
lars of the cases in which no dividends have been paid in 

respect of any class of shares for any of those years ; 
and ,if no accounts have been made up in respect of any part of 
the period of five years ending on a date three months before 
the issue of the prospectus, containing a statement of that fact . 
(2 ) If the company has no subsidiaries, the report shall 

(a) so far as regards profits and losses , deal with the 
profits or losses of the company (distinguishing items of a 
non -recurring nature) for each of the five financial years 
immediately preceding the issue of the prospectus ; and 

(6 ) so far as regards assets and liabilities, deal with the 
assets and liabilities of the company at the last date to which 
the accounts of the company were made up. 
(3 ) If the company has subsidiaries, the report shall 

(a ) so far as regards profits and losses, deal separately 
with the company s profits or losses as provided by sub 
clause (2 ) and in addition , deal either 

(i) as a whole with the combined profits or losses 
of its subsidiaries , so far as they concern members of 
the company ; or 

( ii ) individually with the profits or losses of each 
subsidiary , so far as they concern members of the com 

pany ; 
or, instead of dealing separately with the company s profits 
or losses, deal as a whole with the profits or losses of the 
company, and, so far as they concern members of the com 
pany, with the combined profits or losses of its subsidiaries ; 
and 

(b ) so far as regards assets and liabilities, deal sepa. 
rately with the company s assets and liabilities as provided 
by sub -clause (2) and in addition , deal either 

(i) as a whole with the combined assets and liabili 
ties of its subsidiaries, with or without the company s 
assets and liabilities ; or 

( ii) individually with the assets and liabilities of 
each subsidiary ; 
and shall indicate as respects the assets and liabilities of the 
subsidiaries, the allowance to be made for persons other than 
members of the company . 
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25. If the proceeds, or any part of the proceeds, of the issue 
of the shares or debentures are or is to be applied directly or 


indirectly 


o. 


(t) in the purchase of any business ; or 

(ii) in the purchase of an interest in any business and 
by reason of that purchase or , anything to be done in con 
sequence thereof, or in connection therewith , the company 
will become entitled to an interest , as respects either the 
capital or profits and losses or both , in such business exceed 

ing fifty per cent. thereof ; 
a report made by accountants (who shall be named in the pros 
pectus) upon- 

(a ) the profits or losses of the business for each of the 
five financial years immediately preceding the issue of the 
prospectus ; and 

(6 ) the assets and liabilities of the business at the last 
date to which the accounts of the business were made up , be 
ing a date not more than one hundred and twenty days be 

fore the date of the issue of the prospectus. 
26. ( 1 ) If 

( a ) the proceeds, or any part of the proceeds, of the 
issue of the shares or debentures are or is to be applied dire 
ctly or indirectly in anymanner resulting in the acquisition 
by the company of shares in any other body corporate ; 
.and 

(b ) by reason of that acquisition or anything to be done 
in consequence thereof or in connection therewith , that 

body corporate will become a subsidiary of the company; 
a reportmade by accountants (who shall be named in the pros 
pectus) upon 

(i) the profits or losses of the other body corporate for 
each of the five financial years immediately preceding the 
issue of the prospectus; and 

(ii) the assets and liabilities of the other body corporate 
at the last date to which its accounts were made up . 
(2 ) The said report shall 

(a ) indicate how the profits or losses of the other body 
corporate dealt with by the report would , in respect of the 
shares to be acquired , have concerned members of the com 
pany and what allowance would have fallen to be made , in 
relation to assets and liabilities so dealt with , for holders of 
other shares, if the company had at all material times held 
the shares to be acquired ; and 
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( b ) where the other body corporate has subsidiaries 
, 
deal with the profits or losses and the assets and liabilities 
of the body corporate and its subsidiaries in the manner 
provided by sub -clause (3) of clause 24 of this Schedule in 
relation to the company and its subsidiaries . 

PART III 
PROVISIONS APPLYING TO PARTS I AND II OF SCIEDULE 
27. Clause I (so far as it relates to particulars of the signa 
tories of the memorandum and the shares subscribed for by 
them ) and clause 14 (so far as it relates to preliminary expen 
ses) of this Schedule shall not apply in the case of a prospectus 
issued more than two years after the date at which the company 
is entitled to commence business . 

28. Every person shall, for the purposes of this Schedulenbe 
deemed to be a vendor who has entered into any contract , abso 
lute or conditional, for the sale or purchase, or for any option 
of purchase, of any property to be acquired by the company, 
in any case where - 

( a ) the purchase money is not fully paid at the date 
of the issue of the prospectus; 

(b ) the purchase money is to be paid or satisfied , 
wholly or in part , out of the proceeds of the issue offered 
for subscription by the prospectus; 

(c) the contract depends for its validity or fulÁlment 
on the result of that issue. 
29. Where any property to be acquired by the company is 
to be taken on lease, this Schedule shall have effect as if the 
expression " vendor " included the lessor, the expression 
" purchase money ” included the consideration for the lessee , 
and the expression " sub -purchaser " included a sub- lessee . 

30. If in the case of a company which has been carrying on 
business, or of a business which has been carried on for less 
than five financial years , the accounts of the company or busi 
ness have only been made up in respect of four such years, three 
such years , two such years or one such year , Part II of this 
Schedule shall have effect as if references to four financial 
years, three financial years, two financial years or one financial 
year , as the case may be , were substituted for references to five 
financial years. 

31. Where the five financial years immediately preceding the 
issue of the prospectus which are referred to in Part II of this 
Schedule or in this Part cover a period of less than five years; 
references to the said five financial years in either Part shall 
have effect as if references to a number of financial years the 
aggregate period covered by which is not less than five years 
immediately preceding the issue of the prospectuswere substi 
tuted for references to the five financial years aforesaid .. 
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32. Any report required by Part II of this Schedule shall 
either 

(a ) indicate by way of note any adjustments as res 
pects the figures of any profits ) or losses or assets and 
liabilities dealt with by the report which appear to the 
persons making the report necessary ; or 

(b ) make those adjustments and indicate that ad 
justments have been made. 
33. Any report by accountants required by Part II of this 
Schedule 

(a ) shall be made by accountants qualified under this 
Act for appointment as auditors of a company ; and 

(6 ) shall not be made by any accountant who is an 
officer or servant, or a partner or in the employment of an 
officer or servant; of the company or of the company s subsi 
diary or holding company or of a subsidiary ofthe company s 
holding company. 

For the purposes of this clause , the expression " officer " 
shall include a proposed director but not an auditor . 


SCHEDULE III 

(See Section 70 ) 
FORM OF STATEMENT IN LIEU OF PROSPECTUS TO BE DELIVERED TO 

REGISTRAR BY A COMPANY WHICH DOES NOT ISSUE A PROSPE.. 
CTUS OR WHICH DOES NOT GO TO ALLOTMENT ON A PROSPECTUS 
ISSUED, AND REPORTS TO BE SET OUT THEREIN . 

PARTI 
FORM OF STATEMENT AND PARTICULARS TO BE CONTAINED THEREIN 

THE COMPANIES ACT, 1956 . 
Statement in lieu of Prospectus delivered for registration by 

[ Insert the name of the Company . ] 
Pursuant to section 70 of the Companies Act , 1956 . 
Delivered for registration by 
The nominal share capital of the 
Company .. 

Rs. 
Divided into .. 

Shares of Rs. 

each 


>> 


" 


Shares of Rs. 


each 


Ainount ( if any ) of above capital 

which consists of redeemable 
preference shares. 
The earliest date on which the 

company has power to redeem 

these shares. 
Names , addresses, descriptions 

and occupations of 
( a ) directors or proposed dire 

ctors ; 
(6 ) managing director or propo 

sed managing director ; 
(c)managing agent or proposed 

managing agent; 
( d ) secretaries and treasurers or 

proposed secretaries and trea 

surers, 
(e)manager or proposed mana 

ger 
Any provision in the articles of the 

company , or in any contract 
irrespective of the time when it 
was entered into, as to the ap 
pointment of and remuneration 
payable to the persons referred 
to in (a ) , (b ) , (c ) , ( d ) and ( e ) 
above . 
if the share capital of the company 

is divided into different classes 
of shares, the right of voting at 
meetings of the company con 
ferred by , and the rights in res 
pect of capital and dividends 
attached to , the several classes 
of shares respectively . 
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Number and amount of shares 1. Shares 
and debentures agreed to be 

of Rs, fully 
issued as fully or partly paid up 2. Shares 

paid . 
otherwise,than in cash . 

upon which 
Rs. per share credited 

as paid . 
The consideration for the intended. 3. Debentures, 

issue of those shares and deben Rs. 

tures . 
Number , description and amount 4. Consideration: 
of any shares or debentures 1. Shares of Rs.. 

and 
which any person has or is en Debentures of Rs . 
titled to be given an option to 
subscribe for, or to acquire from 
a person to whom they have 
been allotted or agreed to be 
allotted with a view to his offer 

ing them for sale . 
Period during which the option is 
exercisable. 

2. Until 
Price to be paid for shares or de 
bentures subscribed for or acqu- 3 . 

ired under the option . 
Consideration for the option or 
dhe right to option . 

4. Consideration : 
Persons to whom the option or 5. Names and addresses 

the right to option was given or , 
if given to existing shareholders 
or debentureholders as such , 

the relevant shares or debentures 
Names , occupations and addresses 

of vendors of property purcha 
sed or acquired , or proposed to 
be purchased or acquired by the 
company except where the con 
tract for its purchase or acquisi 
tion was entered into in the ordi 
nary course of the business in 
tended to be carried on by the 
company or the amount of the 
purchase money is notmaterial. 
Amount ( in cash , shares or deben 

tures ) payable to each separate 

vendor. 
Amount (if any ) paid or payable Total purchase Price Rs... 
(in cash , shares or debentures) Cash 

Rs... 
for each such property , specify- Shares 

Rs... 
ing amount (if any) paid or Debentures 
payable for goodwill. 

Goodwill 

Rs. 


Rs... 
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Short particulars of every transa 
ction relating to each such pro 
perty which was completed with 
in the two preceding years and 
in which any vendor to the com 
pany or any person who is, or was 
at the time thereof, a promoter 
director or proposed director of 
the company had any interest, 

direct or indirect. 
Amount (if any ) paid or payable Amount paid 

as commission for subscribing payable. 
or agreeing to subscribe or 
procuring or agreeing to procure 
subscriptions for any shares or 

debentures in the company ; or 
Rate of the commission 

Rate per cent. 
The number of shares, if any , 
which persons have agreed to 
subscribe for a commission . 
If it is proposed to acquire any 
business, the amount , as certified 
by the persons by whom the ac 
counts of the business have been 
audited , of the net profits of the 
business in respect of each of 
the five years immediately pre 
ceding the date of this state 
ment, provided that in the case 
of a business which has been 
carried on for less than five 
years and the accounts of which 
have only been made up in res 
pect of four years , three years, 
two years or one year, the above 
requirements shall have effect 
as if references to four years, 
three years, two years or one 
year, as the case may be, were 
substituted for references to 
five years , and in any such case 
the statement shall say how 
long the business to be acquired 

has been carried on . 
Where the financial year with 

respect to which the accounts 
of the business have been made 
up is greater or less than a year , 
references to five years, four 
years , three years , two years , 
and one year in this paragraph 
shall have effect as if references 
to such number of financial 
years as in the aggregate , cover 
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a period of not less than five 
years, four years, three years, 
two years or one year , as the 
case may be, were substituted 
for references to three years, 
two years and one year respec 

tively . 
Estimated amount of preliminary Rs. 

expenses . 
By whom those expenses have 

been paid or are payable. 
Amount paid or intended to be Name of promoter 
paid to any promoter . 

Amount Rs. 
Consideration for the payment. Coasideration : 
Any other benefit given or intend- Name of promoter 

ed to be given to any promoter, Nature and value of benefit : 
Consideration for the benefit. Considération : 
Dates of, parties to and general 
(a ) contract appointing or 

fixing the remuneration 
of directors, managing 
director, managing 
agent, secretaries and 
treasurers , or manager 

and 
(6 ) every other 

material 
contract (other than (i) 
contracts entered into 
in the 

ordinary 
course of the business 
intended to be carried 
on by the company or 
(ii) entered into more 
than two years before 
the delivery of this 

(statement.) 
Time and place at which (1) the 
contracts or copies thereof or (2 ) 
(i) in the case of a contract not 
reduced into writing, a memo 
randum giving full particulars 
thereof, and (ii ) in the case of 
a contract wholly or partly in a 
language other than English , a 
copy of a translation thereof in 
English or embodying a transla 
tion in English of the parts in 
the other language , as the case 
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may be, being a translation certi 
fied in the prescribed manner to 
be a correct translation , may be 
inspected. 


Names and addresses of the audi 

tors of the company (if any) . 
Full particulars of the nature and 

extent of the interest of every 
director, managing director 
managing agent, secretaries and 
treasurers or manager in the 
promotion of or in the property 
proposed to be acquired by the 
company, or where the interest 
of such a director consists in 
being a partner in a firm , the 
nature and extent of the interest 
of the firm , with a statement of 
all sums paid or agreed to be 
paid to him or to the firm in cash 
or shares , or otherwise , by any 
person either to induce him to 
become, or to qualify him as a 
director , or otherwise for services 
rendered by him or by the firm in 
connection with the promotion 

or formation of the company . 
(Signatures of the persons above 

named as directors or proposed 
directors or of their agents autho 

rised in writing .) 
Date 


PART II 


REPORTS TO BE SET OUT 


1. Where it is proposed to acquire a business , a report made 
by accountants (who shall be named in the statement) upon 

( a ) the profits or losses of the business in respect of 
each of the five financial years immediately preceding the 
delivery of the statement to the Registrar; and 

(b ) the assets and liabilities of the business as at the 
last date to which the accounts of the business were made up . 

2 . ( 1) Where it is proposed to acquire shares in a body 
corporate which by reason of the acquisition or anything to be 
done in consequence thereof or in connection there with will 
become a subsidiary of the company, a reportmade by account 
ants (who shall be named in the statement) with respect to the 
profits and losses and assets and liabilities of the other body 
corporate in accordance with sub - clause ( 2 ) or ( 3) of this clause, 
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as the case may require , indicating how the profits or losses of 
the other body corporate dealt with by the report would , in 
respect of the shares to be acquired ,have concerned members of 
the company, and what allowance would have fallen to bemade, 
in relation to assets and liabilities so dealt with , for holders of 
other shares, if the company had at all material times held the 
shares to be acquired . 

(2 ) " If the other body corporate has no subsidiaries, the 
report referred to in sub - clase ( 1) shall— . 

( a ) So far as regards profits and losses, deal with the 
profits or losses of the body corporate in respect of each of 
the five financial years immediately preceding the delivery 
of the statement to the Registrar ; and 

(b ) so far as regards assets and liabilities, deal with 
the assets and liabilities of the body corporate as at the last 
date to which the accounts of the body corporate were made up. 

( 3 ) If the other body corporate has subsidiaries, the report 
referred to in sub - clause ( 1 ) shall 

(a ) so far as regards profits and losses, deal separately 
with the other body corporate s profits.or losses as provided 
by sub - clause (2 ) and in addition deal either 

(*) as a whole with the combined profits or losses 
of its subsidiaries so far as they concern members of the 
other body corporate; or . 

(ii ) individually with the profits or losses of each 
subsidiary , so far as they concern members of the other 
body corporate ; 

or, instead of dealing separately with the other body 
corporate s profits or losses, deal as a whole with the profits 
or losses of the other body corporate and, so far as they con 
cern inembers of the other body corporate , with the com 
bined profits or losses of its subsidiaries; and 

(6 ) so far as regards assets and liabilities , deal separately 
with the other body corporate s assets and liabilities as pro 
vided by sub -clause ( 2) and in addition , deal either 

(i) as a whole with the combined assets and 
liabilities of its subsidiaries, with or without the other 
body corporate s assets and liabilities; or 

(ii ) individually with the assets and liabilities of 
cach subsidiary; and shall indicate, as respects the assets 
and liabilities of the subsidiaries, the allowance to be 
made for persons other than members of the company, 

PART III 


1 


PROVISIONS APPLYING TO PARTS I AND II OF THIS SCHEDULE 
3. ( 1) In this Schedule, the expression " vendor " includes a 
vendor as defined in Part III of Schedule II. 
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(2) clause- 31 of Schedule II shall apply to the interpretation 
of Part II of this Schedule as it applies to the interpretation of 
Part II of Schedule II. 

4. If in the case of a business which has been carried on, 
or of a body corporate which has been carrying on business, for 
less than five financial years, the accounts of the business or 
body corporate have only been made up in respect of four such 
years, three such years, two such years or one such year, Part 
II of this Schedule shall have effect as if references to four 
financial years, three financial years, two financial years or one 
financial year , as the case may be,were substituted for references 
to five financial years: 

5. Any report required by Part II of this Schedule shall 
either 

(a ) indicate by way of note any adjustments as respects 
the figures of any profits or losses or assets and liabilities 
dealt with by the report which appear to the person making 
the report necessary ; or 

(6 ) make those adjustments and indicate that adjust 
ments have been made. 
6. Any report by accountants required by Part II of this 
Schedule 

(a ) shall be made by accountants qualified under this 
Act for appointment as auditors of a company ; and 

(6 ) shall not be made by any accountant who is, an 
officer or servant, or a partner or in the employment of an 
officer or servant, of the company or of the company s sub 
sidiary or holding company or of a subsidiary of the com 

pany s holding company. 
For the purposes of this clause, the expression " officer " shall 
include a proposed director but not an auditor. 


SCHEDULE IV 

[ See section 44 (2 ) (6 ) ] 
FORM OF STATEMENT IN LIEU OF PROSPECTUS TO BE DELIVERED TO 

REGISTRAR BY A PRIVATE COMPANY ON BECOMING A PUBLIC 
COMPANY AND REPORTS TO BE SET OUT THEREIN . 


PART I 
FORM OF STATEMENT AND PARTICULARS TO BE CONTAINED TIIEREIN . 

THE COMPANIES ACT , 1956 
Statement in lieu of Prospectus delivered for registration by 

[ Insert the name of the Company.] 
Pursuant to clause (6 ) of sub - section (2 ) of section 41 of 
the Companies Act , 1956 . 
Delivered for registration by . 
The nominal share capit the 

company . 
Divided into 

Shares of Rs. each . 


Rs. 


92 


31 


each . 


Amount (if any ) of above capital Shares of Rs. 
which consists of redeemable pre 

ference shares. 
The earliest date on which the 

company has power to redeem 

$hese shares. 
Names, addresses , descriptions and 

occupations of 
( a ) directors or proposed direc 

tors ; 
( 6 ) managing director or pro 

posed managing director ; 
( c ) managing agent or proposed 

managing agent; 
( d ) secretaries and treasurers or 

proposed secretaries and 
treasurers ; 
(e) manager or proposed mana 

ger . 
Any provision in the articles of 

the company, or in any contract 
irrespective of the time when it 
was entered into , as to the 
appointment of and remunera 
tion payable to the persons ref 
erred to in (a ) , (b ) , (c ) , (d ) and 

( e ) above. 
Amount of shares issued 

Shares . 
Amount of commission paid or 

payable in connection therewith . 
Amount of discount , if any,allowed 

on the issue of any shares, or so 


o 
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inuch thereof as has not been 
written off at the date of the 

statement. 
Unless more than two years have 

elapsed since the date on which 
the company was entitled to 

commence business: 
Amount of preliminary expenses. 

Rs....... 
By whom those expenseshave been 

paid or are payable 
Amount paid or intended to be Name of promoter : 
paid to any promoter . 

Amount Rs.... 
Consideration for the payment. Consideration : 
Any other benefit given or intend- Name of promotor: 

ed to be given to any promoter. Nature and value of benefit; 
Consideration for the benefit. Consideration : 
If the share capital of the company 

is divided into different classes 
of shares , the right of voting at 
meetings of the company con 
ferred by, and the rights in res 
pect of capital and dividends 
attached to , the several classes 

of shares respectively . 
Number and amount of shares and 1..Shares of Rs.... fülly 

debentures issued within the two paid . 
years preceding the date of this 2..Shares upon which Rs... 
statement as fully or partly paid per share credited as 
up otherwise than for cash or paid . 
agreed to be so issued at the 
date of this statement. 
Consideration for the issue of those 3. Debentures for Rs. .each 
shares or debentures. 

4. Consideration : 
Number, description and amount 1. shares of Rs .and 

of any shares or debentures debentures of Rs. 
which any person has or is entitl 
ed to be given an option to sub 
scribe for, or to acquire from , a 
person to whom they have been 
allotted or agreed to be allotted 
with a view to his offering them 

for sale . 
Period during which the option is 2. Until. 

exercisable . 
Price to be paid for shares or de- 3 . 

bentures subscribed for or acqu 

ired under the option . 
Consideration for the option or 4. Consideration : 

right to option 
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Persons to whom the option or the 5. Names and addresses : 

right to option was given or , if 
given to existing shareholders 
or 

debenture holders as such 
the relevant shares or deben 

tures. 
Names , addresses, descriptions and 
occupations of vendors of property 
(1 ) purchased or 
acquired by the company with 
in the two years preceding the 
date of this statement or (2 ) 
agreed or proposed to be pur 
chased or acquired by the com 
pany, except where the contract 
for its purchase or acquisition 
was entered into in the ordinary 
course of business and there is 
no connection between the trans 
action and the company ceasing 
to be a private company or 
where the amount of the pur 

chase money is not material. 
Amount ( in cash , shares or deben 
tures) paid . or payable to each 

separate vendor. 
Amount paid or payable in cash , Total purchase price Rs..... 

shares or debentures for each 
such property , specifying the Cash 

Rs.... 

Rs.... 
amount paid or payable for good- Shares 
will. 

Debentures 

Rs... 


Rs.... 


Goodwill 
Short particulars of every transac 

tion relating to each such pro 
perty which was completed with 
in the two preceding years and 
in which any vendor to the com 
pany or any person who is, or 
was at the time thereof, a pro 
moter , director or proposed 
director of the company had any 

interest direct or indirect. 
Amount (if any ) paid or payable as Amountpaid .... 

commission for subscribing or Amount payable .. 
agreeing to subscribe or procur- Rate per cent...... 
ing or agreeing to procure subs 
criptions for any shares or de 
bentures in the company ; or rate 

of the commission . 
The number of shares, if any,which 
persons have agreed to subscribe 
for a commission . 
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If it is proposed to acquire any 

business, the amount, as certified 
by the persons by whom the 
accounts of the business have 
been audited , of the net profits 
of the business in respect of each 
of the five years immediately 
preceding the date of this state 
ment, provided that in the case 
of a business which has been 
carried on for less than five 
years , and the accounts of which 
have only been made up in res 
pect of four years , three years , 
two years or one year, the above 
i equirements shall have effect as 
if references to four years, three 
years, two years or one year, as 
the case may be, were substi 
tuted for references to five years , 
and in any such case, the state 
ment shall say how long the 
business to be acquired has been 

carried on . 
Where the financial year with res 

pect to which the accounts of 
the business have been made up 
is greater or less than a year, 
references to five years , four 
years , three years, two years and 
one year in this paragraph shall 
have effect as if references to 
such number of financial years 
as, in the aggregate , cover a 
period of not less than five years , 
four years, three years, two 
years or one year, as the case 
may be, were substituted for 
references to three years , two 

years and one year respectively . 
Dates of, parties to , and general 
nature of 
(a ) contract appointing or 

fixing the remuneration 
of directors, managing 
director,managing 
agent, secretaries and 
treasurers or manager ; 
and 

other material 
contract [other than (i) 
contracts entered into 
in the ordinary course 


(b ) every 
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not 


of the business intended 
to be carried on by the 
company or (ii) enter 
ed into more than two 
years before the deli 

very of this statement.] 
Tithe and place at which ( 1) the 
contracts or copies thereof ; or 
(2) (i) in the case of a contract 

reduced into writing, a 
memorandum giving full parti 
culars thereof , and ( ii) in the 
case of a contract wholl yor partly 
in a language other than English , 
a copy of translation thereof in 

English or embodying a transla 
ition in English of the parts in 

the other language, as the case 
may be, being a translation certi 
fied in the prescribed manner to 
be a correct translation , may be 

inspected. 
Names and addresses of the audi 

tors of the company . 
*Full particulars of the nature and 

extent of the interest of every 
director , managing director , ma- . 
naging agent, secretaries and 
treasurers or manager, in any 
property purchased or acquired 
by the company within the two 
years preceding the date of this 
statement or proposed to be pur 
chased or acquired by the com 
pany, or where the interest of 
such a director consists in being 
a partner in a firm , the nature 
and extent of the interest of the 
firm , with a statement of all sums 
paid or agreed to be paid to him 

or to the firm in cash or shares , 
Cortoherwise , by any person 
either to induce him to become, 
or to qualify him as , a director , or 
otherwise for services rendered 
or to be rendered to the company 
by him or by the firm . 
Rates of the dividends (if any) paid 
by the company in respect of 
each class of shares in the com 
pany in each of the five financial 
years immediately preceding the 
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date of this statement or since 
the incorporation of the com 
pany, whichever period is shor 

ter, 
Particulars of the cases in which 

no dividends have been paid in 
respect of any (class of shares in 
any of these years. 


(Signatures of the persons above 
named as directors or proposed 
directors or 

of their agents 
authorised in writing .) 


Date . 


PART II 


REPORTS TO BE SET OUT 
1. If unissued shares or debentures of the company are to 
be applied in the purchase of a business, a report made by 
accountants (who shall be named in the statement) upon 

( a ) the profits or losses of the business in respect of 
each of the five financial years immediately preceding the 
delivery of the statement to the Registrar; and 

(b ) the assets and liabilities of the business as at the 
last date to which the accounts of the business were made 
up . 

2. ( 1) If unissued shares or debentures of the company are 
to be applied directly or indirectly in any manner resulting in 
the acquisition of shares in a body corporate which by reason of 
the acquisiti or anything to be done in consequence thereof 
or in connection therewith will become a subsidiary of the com 
pany , a report made by accountants (who shall be named in the 
statement) with respect to the profits and losses and assets and 
liabilities of the other body corporate in accordance with sub 
clause (2 ) or (3) of this clause, as the case may require , indica. 
ting how the profits or losses of the other body corporate dealt 
with by the report would , in respect of the shares to be acquired, 
have concerned members of the company , and what allowance 
would have fallen to be made, in relation to assets and liabilities 
so dealt with , for holders of other shares, if the company had at 
all material times held the shares to be acquired . 

(2 ) If the other body corporate has no subsidiaries, the 
report referred to in sub -clause ( 1) shall 

(a ) so far as regards profits and losses,deal with the 
profits or losses of the body corporate in respect of each of 
the five financial years immediately preceding the delivery 
of the statement to the Registrar ; and 
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(b ) so far as regards assets and liabilities, deal with 
the assets and liabilities of the body corporate as at the last 
date to which the accounts of the body corporate were 
made up . 

( 3) If the other body corporate has subsidiaries, the report 
referred to in sub-clause ( 1) shall 

(a ) so far as regards profits and losses, deal separately 
with the other body corporate s profits or losses as provided 
by sub -clause (2) , and in addition deal either 

(i) as a whole with the combined profits or losses 
of its subsidiaries , so far as they concern members of 
the other body corporate ; or 

(ii) individually with the profits or losses of each 
subsidiary , so far as they concern members of the other 

body corporate ; 
or, instead of dealing separately with the other body corpo 
rate s profits or losses , deal as a whole with the profits or 
losses of the other body corporate and, so far as they concern 
members of the other body corporate, with the combined 
profits or losses of its subsidiaries; and 

(b ) so far as regards assets and liabilities, deal sepa 
rately with the other body corporate s assets and liabilities 
as provided by sub -clause (2) and in addition , deal either 

(i) as a whole with the combined assets and liabili. 
ties of its subsidiaries, with or without the other body 
corporate s assets and liabilities; or 

( ii ) individually with the assets and liabilities of 
each subsidiary ; and shall indicate,as respects the assets 
and liabilities of the subsidiaries , the allowance to be 
made for persons other than members of the company, 


PART III 
PROVISIONS APPLYING TO PARTS I AND II OF THIS SCHEDULE , 

3. (1 ) In the Schedule, the expression " vendor" includes a 
Vendor as defined in Part III of Schedule II. 

( 2 ) Clause 31 of Schedule II shall apply to the inter 
pretation of Parts I and II of the Schedule as it applies to the 
interpretation of Part II of Schedule II. 

4. If in the case of a business which has been carried on , or 
of a body corporate which has been carrying on business, for 
Less than five financial years, the accounts of the business or 
body corporate have only been made up in respect of four such 
years, three such years, two such years or one such year, Parts 
I and II of this Schedule shall have effect as if references to four 
financial years, three financial years , two financial years or one 
financial 
year, as the casemay be , were substituted for referen 


ces to five financial years. 
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5. Any report required by Part II of this Schedule shall 
either- 

(a) indicate by way of note any adjustments as respectz 
the figures of any profits or losses or assets and liabilities 
dealt with by the report which appear to the persons making 
the report necessary ; or 

(b ) make those adjustments and indicate that adjust 
ments have been made. 

6. Any report by accountants required by Part II of this 
Schedule shall 

(a ) be made by accountants qualified under this Act 
for appointment as auditors of a company; and 

(b ) shall not be made by any accountant who is an 
officer or servant or a partner or in the employment of an 
officer or servant, of the company, or of the company s sub 
sidiary or holding company or of a subsidiary of the com 
pany s holding company. 

For the purposes of this clause, the expression officer." 
shall include a proposed director but not an auditor. 


0 


SCHEDULE V 

(See section 159 ) 
CONTENTS AND FORM OF ANNUAL RETURN OF A COMPANY 

HAVING A SHARE CAPITAL 

PARTI 

CONTENTS 
1. The address of the registered office of the company . 

2. If any part of the register of members or debenture 
holders of a company is, under the provisions of this Act, kept 
in any State or countrv outside India , the name of that State or 
country and the address of the place where such part of the 
register is kept . 

3. A summary , distinguishing wherever possible between 
shares issued for cash , bonus shares , and shares other than bonus 
shares issued as fully or partly paid up otherwise than in cash , 
and specifying in respect of each class of shares the following 
particulars: - 

( a ) the amount of the nominal share capital of the 
company and the number of shares into which it is divided ; 

(6 ) the number of shares taken , from the commence 
ment of the company up to the date of the company s last 
annual general meeting ; 

(c ) the amount called up on each share up to the date 
aforesaid ; 

( d ) the total amount of calls received up to that date ; 
( e ) the total amount of calls unpaid on that date ; 

(f) the total amount of the sums(if any) paid by way 
of commission in respect of any shares or debentures up to 
that date ; 

(g) the discount allowed on the issue of any shares 
issued at a discount or so much of that discount as has not 
been written off at the date aforesaid ; 

(h ) the total amount of the sums (if any) allowed by 
way of discount in respect of any debentures since the 
date of the annual generalmeeting with reference to which 
the last return was submitted ; 

(i) the totalnumber of shares forfeited up to the date 
referred to in sub - clause (b ); 

(j) the total amount of shares for which share warrants 
are outstanding at the date referred to in sub- clause (b )and 
of share warrants issued and surrendered respectively since 
the date referred to in sub - clause (h ) and the number of 
shares comprised in each warrant. 

4. Particulars of the total amount of the indebtedness of 
the company on the date referred to in sub-clause (6 ) of clause 
3 in respect of all charges (including mortgages ) which are 
required to be registered with the Registrar under this Act, or 
which would have been required so to be registered if created 
on or after the 1st day of April, 1914 . 
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5. A list 

(a ) containing the names, addresses, descriptions and 
occupations, if any, of all persons who, on the day of the 
company s last annual generalmeeting, are members of the 
company , and of persons who had ceased to bemembers on 
or before that day and since the date referred to in sub 
clause ( h ) of clause 3 or , in the case of the first return , since 
the incorporation of the company ; 

(b ) stating the number of shares held by each of the 
existing members at the date referred in sub -clause (b ), of. 
clause 3, specifying shares transferred since the date refer 
red to in sub - clause (h ) of clause 3 (or, in the case of the first 
return , since the incorporation of the company) by persons 
who are still members and by persons who have çeased to be 
members respectively , and the dates of registration of the 
transfers; 

( c) if the names aforesaid are not arranged in alpha 
betical order , having annexed thereto an index sufficient to 
enable the name of any person therein to be easily found . 

6. All such particulars, with respect to the persons who at 
the date of the company s last annual general meeting are the 
directors of the company and with respect to any person who at 
that date is the managing agent, secretaries and treasurers, the 
manager or the secretary of the company, as are by this Act requi 
red to be contained with respect to direcors, themanaging agent, , 
secretaries and treasurers, the manager and the secretary res 
pectively in the register of the directors ,managing agents , secre 
taries and treasurers, managers and secretaries of a company . 

PART II 

FORM 
ANNUAL RETURN of 

Limited 

Private Limited 
made up to the day of 

19. being the 
date of the last annual general meeting of the company . 

1. Address. 
(Address of the registered office of the company.) 
2. Situation of Foreign Registers of Members and Deben 
ture holders . 
(a ) Name of every State or country outside India in 

which foreign register is kept. 
( 6 ) Address of place in each such State or country in 

which a foreign register is kept . 
3. Summary of Share Capital and Debentures. 

( a ) Nominal Share Capital. 
Nominal share capital - Rs.... ...divided into : 
( Insert number and clause) shares of.... each 

..shares of... .each , 
..shares of....each 
shares of... .each 


9 
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(b ) Issued Share Capital and Debentures. 

Number Class 
Number of shares of each class taken up to 

shares 
the date ofthe last annual general meet 

shares 
ing (which numbermust agree with the 

shares 
total shown in the list as held by mem 

shares 
bers on that date ) . 

shares 
Number of shares of each class issued sub 

shares 
ject to payment wholly in cash . 

shares 
shares 

shares 
Number of shares of each class issued as 

shares 
felly paid up for a cosideration other 

shares 
than cash , 

shares 

shares 
Number of shares of each class issued as 

shares 
partly paid up for a consideration other issued as paid 
than cash and extent to which each up to the extent 
such share is so paid up . 

of Rs..... 


per share 


Shares 
issued as paid 
up to the ex 
tent of Rs.... 


.per 


share . shares 
issued as paid 
up to the ex 
tent of Rs... 

.....per 
share ... shares 
issued as paid 
up to the ex 
tent of Rs.... 


per share 


Number of shares (if any ) of each class 

issued at a discount. 


shares 
shares 
shares 
shares 


Amounut of discount on the issue of shares 

which has not been written off at the 
date of last annual general meeting Rs. 

Number 
Amount called Rs.... per share on 
upon number 

Rs . per share on 
of shares of Rs . 

per share on 
each class. Rs.... per share on 
Total amount of calls received , including 

payments on application and allotment 
and any sums received on shares for 
feited . 

Rs........ 


class 
shares 
shares 
shares 
shares 
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Class 


Number 
Total amount (if any) 

agreed to be 
con 
sidered as paid on 

shares. 
number of shares of Rs. 

shares 
each class issued as 

shares 
fully paid up for a 

shares 
consideration other 

than cash , 
Total amount( if any) ag 

reed to be consider 
ed as paid on num 

shares 
ber of shares of each Rs.......on 

shares 
class issued as part 

shares 
ly paid up for a con 

shares 
sideration other than 

cash . 
Total amount of calls unpaid 

Rs . 
Total amount of the sums (if any ) 

paid by way of commission in 
respect of any shares or deben 
tures 

Rs. 
Total amount of the sums (if any ) 

allowed by way of discount in res 
pect of any debentures since the 
date of the annual generalmeet 
ing with reference to which the 
last annual return was submitted. Rs . 

Number 
Total number of shares of each class 

shares 
forfeited . 

shares 
shares 

shares 
Total amount paid (if any) on shares Rs.. 

forfeited . 
Total amount of shares for which share 

warrants to bearer are outstan 
ding. 

Rs .. 
Total annount of share warrants to bear 

er issued and surrendered res Issued Rs... 
pectively since the date of the an- Surrendered Rs... 
nual generalmeeting with refe 
rence to which the last annual 

return was submitted . 
Number of shares comprised in each 

share warrant to bearer, specify 
ing in the case ofwarrants of diffe 
rent kinds, particulars of each 
Jind . 


Class 
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4. Particulars of Indebtedness . 
Total amount of indebtedness of the 

company in respect of all charges 
(including mortgages) which are 
required to be registered with the 
Registrar under the Companies 
Act, 1956 or which would have 
been required so to be registered 
if created on or after the 1st April 
1914. 

Rs.. 
5. List of Past and Present Members. 
List of persons holding shares or stock in the company on 
the day of the annual generalmeeting, namely, the... 
of ......... 19 , and of persons who have held shares or stock 
therein at any time since the day of 19 .......when the previous 
annual meeting was held , or in the case of the first return , at any 
time since the incorporation of the company . 


..day 


Account of shares 


held by 


Folio in 

Names, 
register addresses, 
ledger desoriptions 
con 

and 
taining occupations, 
parti 
oulars 


Particulars of shares trans 

ferred since the date of the 
Number 
of shares 

previous annual general 

meeting or, in the case of 
members 

the first retucn , since the 

Incorporation of the compa- Romarks 
at date of 

ny , by (a ) persons who are 
annual 

still members and (b ) per 
general 

sons who have ceased to be 
meeting * 

memberst 


if any 


Number Date of registra 

tion of transfer 


t 


( b 


* The aggregate number of shares held by each member must 
be stated , and the aggregates must be added up so as to agree 
with the number of shares stated in the summary of share capi 
tal and debentures to have been taken up. 

When the shares are of different classes these columns 
should be sub -divided so that the number of each class held , or 
transferred , may be shown separately . Where any shares have 
been converted into stock , the amount of stock held by each 
member must be shown. 

* The date of registration of each transfer should be given as 
well as the number of shares transferred on each date. The parti . 
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culars should be placed opposite the name of the transferor and 
not opposite that of the transferee, but the.naine of the transferee 
may be inserted in the "Remarks" column immediately opposite 
the particulars of each transfer. 

Notes, 
1. If either of the two immediately preceding returns has 
given as at the date of the annual general meeting with refei . 
ence to which it was submitted , the full particulars required as 
to past and present members and the shares and stock held and 
transferred by them , only such of the particulars need be given 
as relate to persons ceasing to be or becoming members since 
that date and to shares transferred since that date or to changes 
as compared with that. date in the amount of stock held by a 
member . 

2. If the names in the list are not arranged in alphabetical, 
order , an index sufficient to enable the name of any person to be 
readily found must be annexed. 
6. Particulars of Directors, Managing Agents , Secretaries 

and Treasurers, Managers and Secretaries. 
A. Particulars of the persons who are directors of the com 
dany on the day of the annual general meeting, namely , the ..... 
pay of...... 19 


Business occu 

pation and par 
Present Any for- Notion- Usualticulars of other Date 
name or mer name ality residen- directorships, 

of 
names and or names 

tial 

managing birth 
surname, and sur 

address agencies ,offices 
in full 

of secretaries 
full 

and treasurers , 
managerships 

and 
secretaryships 

held 


name, in 


person is Managing Agent 
B. Particulars of thepersons who are Secretaries and Trea 
surers of the company on the day aforesaid . 


Name 

Any 

Usual residential Particulars 
( In the case of former address (In the case of other 
an individual, name or of a corporation or managing 
present name or names firm , the registered " agencies,offices 
names and sur and 

or principal office ) of secretaries 
name, in full. In sui 

and treasurers , 
the case of a name in 

directorships, 
corporation or full 

managerships 
a firm , the cor 

and secretary 
porate or firm 

ships held 
J. Ine ) 
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C.Particulars of the person who is Manager /Secretary of 
the company on the day aforesaid ! 


SC 


Present name 
or names and 
surname, 

in full 


Particulars of other 
Any Nation- Usual managerships, 
former ality residen- cretaryships, direct . 
name, or 

tial orships, managing 
names 

address agencies and oflices 
and sur 

of secretaries and 
name 

treasurer s held 
in full 


Signed .. 

Director 
Signed 

Director 
Signed . 

Managing Agent 
Signed . 

Secretaries and 

Treasurers 
Signed . 

Manager 
Signed . 

Secretary . 
" Director" includes any person who occupies the position 
of a director by whatsoever name called , and any person in 
accordance with whose directions or instructions the Board of 
directors of the company is accustomed to act: 

" Name" includes a " forename" , and " surname" in the case 
of a person usually known by. a title different from his surname, 
means that title. 

Former name" and " former surname" do not include 

( a ) in the case of a person usually known by a title differ 
ent from his surname, the name by which he was known pre 
vious to the adoption of or succession to the title ; or 

" (6 ) in the case of any person , a former name or surname 
where that nameor surname was changed or disused before the 
person bearing the name attained the age of eighteen years or 
has been changed or disused for a period of not less than twenty 
years ; or 

(c ) in the case of a married woman the name or surname 
by which she was known previous to the marriage. 

The names of all bodies corporate incorporated or carrying 
on business in India of which the director, managing agent, 
secretaries and treasurers , manager or secretary is also a dire 
ctor , maisaging agent, secretaries and treasurers, manager or 
Secretary should be given , exceptbodies corporate of which the 
company making the return is the wholly- owned subsidiary or 
bodies corporate which are the wholly -owned subsidiaries either 
of the company or of another body corporate of which the com 
pany is the wholly -owned subsidiary , A body corporate is 
deemed to be the wholly-owned subsidiary of another if ithas 
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no members except that other and that other s wholly-owned 
subsidiaries and its or their nominees. If the space provided 
in the from is insufficient, particulars of other directorships, 
managing agencies, offices of secretaries and treasurers, mans 
gerships, or secretaryships should be listed on a separate state. 
ment attached to this return . 

Dates of birth need only be given in the case of a company 
which is subject to section 280 of the Companies Act, 1956, 
namely, a company which is not a private company or which , 
being a private company, is the subsidiary of a public company. 
Where all the partners in 

firm are joint secretaries, the 
name and principal office of the firm may be stated . 


Delivered for filing by . 


CERTIFICATES AND OTHER DOCUMENTS ACCOMPANYING 

ANNUAL RETURN . 
Certificate to be given by a Director and the Managing Agent / 
Secretaries and Treasurers , Manager /Secretary or by two Direc 
tors of every Private Company. 

We certify that the company has not since the date oft (the 
incorporation of the company / the annual general meeting with 
reference to which the last annual return was submitted ] 
issued any invitation to the public to subscribe for any shares 
or debentures of the company . 

Signed . 

Director, 
Signed ... 

Director, 
Signed.. 

Managing Agent, 
Secretaries and 
Treasurers, 
Manager , 

Secretary. 
Further Certificate to be given as aforesaid if the number of 

Members of the Company exceeds Fifty . 
We certify that the excess of the number of members of the 
company over fifty consists wholly of persons who, under sub 
clause (6 ) of clause (iii) of section 3 of the Companies Act, 
1956 , are not to be included in reckoning the number of fifty . 

Signed. 

... Director, 
Signed .. 

Director, 
Signed .. 

•Managing Agent, 

Secretaries and 

Treasurers , 
Manager , 

Secretary 
* This should be printed at the bottom of the first page of the return : 

th the case of the first return strike out the second alternative. In th 
( 50 of cond or subsequent return strike out the first alternative . 


0 
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Certified copies of Accounts. 
There must be annexed to this return a written copy , certi 
fied both by a director and by the managing agent/ secretaries 
and treasurers/manager / secretary of the company to be a true 
copy, of every balance sheet laid before the company in general 
meeting during the period to which this return relates (including 
every document required by law to be annexed to the balance 
sheet ) and a copy ( certified as aforesaid ) of the report of the 
auditors on and of the report of the directors accompanying, 
each such balance sheet. If any such balance sheet or document 
required by law to be annexed thereto is in a language other 
than English , there must also be annexed to that balance sheet 
a translation in English of the balance sheet or document certi 
fied in the prescribed manner to be a correct translation . If 
any such balance sheet as aforesaid or document required by law 
to be annexed thereto did not comply the requirements of 
the law as in force at the date of the audit with respect to the 
form of balance sheets or documents aforesaid , as the case may 
be , there must be made such additions to and corrections in the 
copy as would have been required to be made in the balance 
sheet or document in order to make it comply with the said 
requirements, and the fact that the copy has been so amended 
must be stated thereon . 


SCHEDULE VI 
[ See section 211] 

PART 1 

Form of balance sheet. 
Balance sheet of...... (Here enter the name of the company ) 
Aš at ...... (Here enter the date as at which the balance sheet is made out) 


Tastructions in 
accordance with 
which assets should 
be made out 
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Liabilities 
Instructions in 

Assets 
accordance with 
which liabilities Figures 

Figures Figures 

Figures 
should be made for the 

for the for the 

for the 
out previous Current Previous 

current 
year year year 

year 
Rs. Rs. Rs. 

Rs. 
(6 ) (6 ) (6 ) 

(6 ) 
** Terms of re * 1 . SHARE CAPITAL ; 

* I . FIXED ASSETS : 
demption or con Authorised........ shares Distinguishing as far as 
ersion ( if any ) of 

... each . possible between expen 
of any Redeem Subscribed (distinguish 

diture upon (a ) goodwill , 
able Preference ing between the various (b ) land , (c) buildings, 
Capital to be sta classes of capital and stat 

( d ) leaseholds , ( e ) rail 
ted , together ing the particulars spe way sidings, (f) plant 
with earliest date cified below , in respect and machinery , (g ) fur 
of redemption or of each class . ) .... shares niture and fittings, (h ) 
conversion . 

of Rs......each . Rs....... development of property 
called up . Of the above 

(i) patents, trademarks 
shares, .... shares are al 

and designs, (j) " live- sto 
lotted as fully paid up 

ck and , (k ) vehicles etc .. 
pursuant to a contract 
without payments being 
received in cash . 


" Under each head the 
original cost; and the 
additions": thereto and 
deductions therefron 
made during the year , 
and the total depre 
ciation written off - or 
provided upto the end 
of the year , to be 
stated . 


Particulars of 
any 

option on 
unissued share 
capital to bel 
specified. 


Of the above- shares, .. 
shares are allotted as 
fully paid up by way of 
bonus sharese 
Less: Calls unpaid : 

(i) Bymanaging agents 
or secretaries and trea-. 
surers and where the ma 
naging agent or secretar 
ies and treasurers are a 
firm , by the partners 
thereof, 


In case where figures 
of original cost cannot 
be ascertained , the va 
luation shown by the 
books shall be given 
and where any of the 
assets are sold and the 
original cost in respect. 
thereof is not ascertain 
able , the amount of 
the sale proceeds shall 
be shown as deduction . 
Where sumshave been writ 
ten off on a reduction of capi 
tal or a revaluation of assets, 
every balance sheet. (after 
the first balance sheet) sub 
sequentto the reduction or re 
valuation shall show the re 
duced figures and with the 
date of the reduction , in place 
of the original cost. 


and where the managing agent 
or secretaries and treasurers 
are a private company, by 
the directors or members of 
that company , 

(ii) . By directors . 
( iii) By others .. 


Each balance sheet for the 
first five years - subsequent to 
the date of the reduction , 
shall show also the amount of 
the reduction made. 

Similarly , where sumshava 
been added by writing np the 
assets , every balance shee . 
Isubsequent to such writidz. 


Instructions in Liabilities 

Assets 

Instructions in accordance 
accordance with 

with which assets should be 
which liabilities 

Figures 
should be made 

made out 
Figures Figures 

Figures 
for the for the for the 

for the 
out. previous current previous 

current 
year . year . year. 

year. 
Rs. Rs. Rs. 

Rs. 
(b ) (6 ) 

(6 ) 
Add : Forfeited shares 

up shall show the increased 
(amount paid up ) 

figures with the date of the 
Share Premium Account. 

increase in place of the ori 
* Additions and * 11. RESERVES AND 

II. INVESTMENTS : 

ginal cost. 
deductions since SURPLUS : 

Showing nature of invest Each Balance Sheet for the 
last Balance (1) Capital Reserves not ments and mode of valuation , first five years subsequent to 
Sheet to be available for dividend . 

for example , cost or market the date of writing up shall 
shown under ( 2) Capital Redemption value, and distinguishing bet also shov the amount of in 
each of the spe Reserve Fund. 

ween - * ( 1) Investments in crease made . 
cified heads. 

(3 ) Other Reserves speci Government or Trust Securi * Aggregate amount of com 
fying the nature of each re 

ties. 

pany s quoted investments 
serve and the amount in res * (2 ) Investments in Shares, and also the market value 
pect thereof. 

debentures or bonds. 

thereof shall be shown. Ag. 
Less : Debit balance in pro (showing separately shares gregate amount of company s 
fit and Loss Account (if any) . fully paid up and partly paid unquoted investments shall 

(4 ) Any other Fund creat up and also distinguishing also be shown . 
ed out of net profit. 

the different classes of 
( 5). Surplus, that is, bal 

shares). 
ance in Profit and Loss Ac * (3) Investments in shares, 
count , after providing for debentures or bonds of sub 
proposed allocations, viz ., sidiary companies (c ). 
Dividend, Bonus or Reserves. (4 ) Immovable propertjes . 


(6 ) Proposed additions to 
Reserves. 
( ) Liability Funds. 
(8 ) Sinking Funds. 

( 9 ) Pension , Insurance or 

Provident Fund etc. 
* The nature of III. SECURED LOANS : 

INTEREST ACCRUED ON 
the security to ( 1 ) Debentures. 

Co INVESTMENTS 
be specified in 

* ( 2) Loans and advances from 111. CURRENT ASSETS : 
each case . Banks . 

( 1 ) Stores and Spare Parts . 
Where 

loans 

* (3) Loans and advances from : 2 ) Loose Tools. 
have been gua subsidiaries. 

1 ( 3 ) Stock - in - trade. 
ranteed by mana * ( 4 ) Other Loans and Ad 

** (4 ) Works in Progress. 
ging agents, vances. 

(5 ) Surdry Debtors . 
secretaries and 

Less : Reserves . 
treasu ersmana 
gers , and / or 
directors, a men 
tion thereof shall 
also be made and 
also the aggre 
gate aincunt of 
such loans under 
each head : 


CO 


Mode of valuation of stock 
shall be stated and the 
amount in respect of . raw 
materials shall also be stated 
separately where practicable . 
**Mode of valuaiion of 
works shall be stated .. 
tIn regard to Sundry Deb 
tors, particulars to be given 
separately of- ( a ) debts con 
sidered good and in respect 
of which the company is fully 
secured ; and (b ) debts con 
sidered good for which the 
company holds no security 
other than the debtor s 
personal security ; and ( c ) 
debts considered doubtful or 
bad . 
Debts due by directors 
other officers of the company 
or any of them either sever 
ally or jointly with any other 
person or debts due by firms 
or private 


Or 


Liabilities 


Instructions in 
accordance with 
which liabilities 
should be made 
out. 


Assets . 


Instructions in accordance 
with which assets should 

be made out 


Figures 
for the 
previous 
year . 


Figures Figures 
for the for the 
current previous 

year . year. 


Figures 
for the 
current 

year . 


Rs. 


Rs. 


(6 ) 


(6 ) 


Rs. 
(6 ) 


Rs. 
(6 ) 


companies respectively 
which any director is a part 
per or a director or a mem 
ber to be separately stated . 


Debts due from other com 
panies under the same mana 
gement to be disclosed with 
the names of the companies 
( vide section 370 ) : 
The maximum amount due 
by directors or other officers 
of the campany at any time 
du ring the year to be shown 
by way of a note . 


IV . UNSECURED LOANS : 

( 1 ) Fixed Deposits. 
(2 ) Loans and advances from 

subsidiaries. 
* See note (d ) at * (3) Short Term Loans and 
foot of form . 

Advances : 

( a ) From Banks. 

(6 ) From others. 
( 4 ) Other Loans and Adva 

nces : 

( a ) From Banks. 

(6 ) From others. 
V. CURRENT LIABILITIES 

AND PROVISIONS : 
( 1 ) Acceptances . 
(2 ) Sundry Creditors 
( 3 ) Interest accrued and 

accruing on secured loans. 
(4 ) Interest accrued and ac 

cruing on unsecured loans. 
( 5 ) Subsidiary Companies . 
(6 ) Provision for Taxations. 
( 7 ) Provision for Contingen 

cies. 
(8 ) Proposed Dividends. 
( 9 ) Advance Payments and 
Unexpired Discounts for 
the portion for which value 
has still to be given , e.g., 
in the case of the following 
classes of companies : 
( \ ewspaper , Fire Insurance 
Theatre, Clubs, Banking,) 
Steamship Companies, etc. 
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ITIV . LOANS AND ADVANCES: iThe above instructions 
( 1) Bills of Exchanges 

regarding " Sundry Deb 
( 2 ) Advances recoverable in tors " apply to " Loans and 
cash or in kind or for value 

Advances" also . In addi 
to be received , e.g., Rates , 

tion , Loans and Advances 
Taxes, Insurance, etc. 

to subsidiary companies 
( 3 ) Balances on current ac 

shall be separately stated . 
count with managing agents 
or secretaries and treasu 
rers . 
( 4 ) Balances with Customs, 

Port Trust , etc. (where pay . 
able on demand ) , 


Liabilities. 


Assets . 


Instructions in 
accordance with 
which liabilities 
should be made Figures 
out. 

for the 
previous 
year . 


Instructions in 
accordance with 

which assets 
should be inade out. 


Figures Figures 
for the for the 
current previous 

year. year . 


Figures 
for the 
current 

year . 


Rs. 
(6 ) 


Rs. 
(6 ) 
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Rs. 

Rs. 
(6 ) 

(6 ) 
( 10 ) Unclaimed Dividends. 
( 11) Other Liabilities (if any ) 

( 12 ) Contingent Liabilities : 
The period for 

(i) Claims against the 
which the divi. 

company not acknowle 
dends are 

dged as debts. 

in 
arrear or if 

(ii) Uncalled liability on 
there is more shares partly paid held 
than one class 

as investment. 
of shares, the 
period for VI. CONTINGENT LIABILI 
which the divi TIES NOT PROVIDED FOR : 
dends on each 
such class are 

( 1 ) Arrears of Fixed Cumu 
in arrear, shall 

lative Dividends . 
be stated . 
The amout shall 
be stated be 
fore deduction 


BANK 


* V..CASH AND 

BALANCES . 


* The balances lying with 
Bankers on current accunts, 


call accounts and deposit 
accounts shall be shown 
separately . 


of incometax , 
except that 
in the case of 
tax - free divi 
dends the 
amount shall 
be shown free 
of income- tax 
and the fact 
that it is so 
shown shall be 
stated . 


11 (2 ) Other money for 

which the company is 
contingently liable . 


VI. MISCELLANEOUS 
EXPENDITURE AND 
LOSSES 
( to the extent not 

written off) : 


on 


( 1 ) Preliminary 

expenses. 
( 2 ) Expenses including 

Commission or Bro 
kerage under 
writing or subscrip 
tion of shares or 
debentures. 
( 3 ) Discount allowed 

on the issue of shares 
or debentures. 
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** The amount of 

any guaran 
tees given by 
the company 
on behalf of 
directors or 
other officers 
of the company 
shall be stated 

where 
practicable, 
the generalna 
ture and amou 
nt of each such 
contingent lia 
bility , if mate 
rial, shall also 
be specified. 


and 


( 4 ) Interest paid out 
of Capital during 
construction (also 
stating the rate of 
interest ). 


(5 ) Profit and Loss 
Account ( only , 

if 
there is no General 
Reserve from which 
it can be deducted ). 


- 


NOTES 
General instructions for preparation of balance sheet.- (a ) The information required to be given under 
any of the items or sub- items in this Form , if it cannot be conveniently included in the Balance Sheet 
itself , shall be furnished in a separate Schedule or Schedules to be annexed to and to form part of the Balance 
Sheet. This is recommended when items are numerous. 
(6 ) Annas and pies can also be given in addition to Rupees, if desired . 

In the case of subsidiary companies, etc, the number of shares held by the ultimate holding 
company and its subsidiariesmust be separately stated. 

(d ) Short Term Loans will include those which are due for not more than one year as at the date of 
the Balance Sheet. 

(e ) Depreciation written off or provided shall be allocated under the different asset heads and deducted 
in arriving at the value of Fixed Assets . 

(f) Dividends declared by subsidiary companies after the date of the Balance Sheet cannot be included 
unless they are in respect of a period which closed on or before the date of the Balance Sheet 

( g ) Any reference to benefits expected from contracts not executed shall not be made in the Balance 
Sheet but shall be made in the Board s report . 

(h ) The debit balance in the Profit and Loss Account shall be set off against the General Reserve and 
where there is no General Reserve, against future profits . 

(i) As regards Loans and Advances (Group IV ) , amounts due by the managing agents or secretaries 
and treasurers, either severally or jointly with any other persons, to be separately stated ; the amounts due 
from other companies under the samemanagement should also be given with the names of the companies: 
vide, section 370 ; the maximum amount due from every one of these at any time during the year must be 
shown. 
(j) 

Particulars of any redeemed debentures which the company has power to issue should be given . 

(i ) Where any of the company s debentures are held by a nominee or a trustee for the company , the 
nominal amount of the debentures and the amount at which they are stated in the books of the company shall 
be stated . 


(1) A list of investments separately classifying Trade Investments and Other Investments should be 
attached to the Balance Sheet stating the names of the bodies corporate ( with the names of their managing 
agent or secretaries and treasurers , (if any ,) in whose shares, debentures or bonds, investments have been 
made and also stating the amounts in respect of each item , provided however that it shall not be necessary to 
give such particulars ( a ) in respect of investments made by Managing Agency companies in managed com 
panies shares, debentures or bonds, or (b ) in respect of investments made by Investment Companies, provided 
that particulars in respect of investments in shares of Private Companies shall be given . The amount in 
respect of the holdings by Investment Companies in unquoted shares or shares of private limited companies 
shall be separately stated, specifying the name of each such company and the amouni invested therein . 

(m ) If in the opinion of the Board , any of the current assets have not a value on realisation in the 
ordinary course of business at least equal to the amount at which they are stated, the fact that the Board is of 
that opinion shall be stated . 

(n ) Except in the case of the first Balance Sheet laid before the company after the commenement of the 
Act, the corresponding amounts for the immediately preceding financial year for all items shown in the 
Balance Sheet shall be also given in the Balance Sheet. The requirements in this behalf shall in the case of 
companies preparing quarterly or half- yearly accounts etc., relate to the Balance Sheet for the corresponding 
date in the previous year. 

(o) The amounts to be shown under Sundry Debtors shall include the amounts due in respect of 
goods sold or services rendered or in respect of other contractual obligations but shall not include the amounts 
which are in the nature of loans or advances. A debt which remains unrealised after a period of three months 
from the date on which the debit in respect of the same arose shall be treated as a loan or an advance and the 
amounts in this behalf shall, for the purposes of the Balance Sheet, be treated as a loan or an advance and 
separately shown as such under the heading " Loans and Advances " . 
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PART II 
Requirements as to Profit and Loss Account 
1. The provisions of this part shall apply to the income and 
expenditure account referred to in sub -section (2) of section 
210 of the Act , in like manner as they apply to a profit and loss 
account, but subject to the modification of references as speci 
fied in that sub - section . 
2. The profit and loss account 

(a ) shall be so made out as clearly to disclose the result 
of the working of the company during the period.covered 
by the account; and 
(6 ) shall disclose : every material feature , 

including 
credits or receipts and debits or expenses in respect of non 
recurring transactions or transactions of an exceptional 

nature . 
3. The profit and loss account shall set out the various items 
relating to the income and expenditure of the company arranged 
under the most convenient heads; and in particular, shall 
disclose the following information in respect of the period 
covered by the account: 

(i) (a ) The turnover, that is, the aggregate amount for 
which sales are effected by the company . 

(6 ) The selling agent s commission , brokerage and dis 
count on sales other than the usual trade discount. 

(ii) (a ) In the case ofmanufacturing concerns, the pur 
chases of raw material, and the opening and the closing 
stocks of the goods produced . 

(6 ) In the case of trading concerns, the purchases made, 
and the opening and the closing stocks. 

(c ) In the case of concerns rendering or supplying ser 
vices, the gross income derived from services rendered or 
supplied . 

(d ) In the case of other concerns, the gross income deri 
ved under the different heads. 

(iii) In the case of all concerns having works in progress , 
the amounts for which works remained to be executed at 
the commencement and at the end of the accounting period . 

( iv ) The amount provided for depreciation , renewals or 
diminution in value of fixed assets. 

If such provision is not made by means of a depreciation 
charge, the method adopted formaking such provision . 

If no provision is made for depreciation , the fact that no 
provision has been made shall be stated . 

( v ) The amount of interest on the company s debentures 
and other fixed loans, that is to say , loans for fixed periods, 
stating separately the amount of interest , if any, payable to 
the managing director , the managing agent, the secretaries 
and treasurers and themanager, if any. 
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(vi) The amount of charge for Indian income-tax and 
other Indian taxation on profits, including , where practica 
ble, with Indian income- tax any taxation imposed elsewhere 
to the extent of the relief, if any , from Indian income-tax 
and distinguishing, where practicable , between income-tax 
and other taxation . 
(vii) The amounts provided for 

(a ) repayment of share capital; and 

(b ) repayment of loans. 
(viii ) (a ) The aggregate , if material, of any amounts set 
saside or proposed to be set aside, to reserves, but not includ 
ing provisions made to meet any specific liability, con 
tingency or commitment known to exist at the date as at 
which the balance sheet is made up . 

(b ) . The aggregate , if material, of any amounts with 
drawn from such reserves. 

( ix ) (a ) The aggregate, if material, of the amounts 
- set aside to provisions made for meeting specific liabilities , 
contingencies or commitments. 

(6 ) The aggregate, if material, of the amounts with 
drawn from such provisions, as no longer required . 

(a ) Expenditure incurred on each of the following items, 
separately for each item : 

( a ) Consumption of stores and spare parts. 
(6 ) Power and fuel. 
( c ) Rent. 
(d ) Repairs to Buildings. 
( e ) Repairs to machinery . 
(f) (1) Salaries, wages and bonus. 

(2 ) Contribution to provident and other funds . 

(3 ) Workmen and staff welfare expenses . 
(9 ) Insurance . 
( h ) . Rates and taxes, excluding taxes on income. 

(i) Miscellaneous expenses . 
(xi) (a ) The amount of income from investments, dis 
tinguishing between trade investments and other invest 
ments. 

(6 ) Other income by way of interest, specifying the 
nature of the income. 

( c ) The amount of income- tax deducted if the gross 
income is stated under sub -paragraphs ( c) and (6 ) above . 

(xii) (a) Profits or losses on investments. 

( 6 ) Profits or losses in respect of transactions of a kind , 
not usually undertaken by the company or undertaken in 
circumstances of an exceptional or non -recurring nature, if 


material in amount. 
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(c ) Miscellaneous income. 
( xiii ) (a ) Dividends from subsidiary companies. 
(6 ) Provisions for losses of subsidiary companies. 

(xiv ) The aggregate amount of the dividends paid and 
proposed, and stating whether such amounts are subject to 
deduction of income-tax or not. 

(xv ), Amount, iſ material, by which any items shown in 
the profit and loss account are affected by any change in the 

basis of accounting. 
4. The profit and loss account shall also contain , or give by 
way of a note the following further information : 

(i) The total of the amounts payable to the managing 
agent, if any, whether as fees, percentages or otherwise for 
services rendered asmanaging agent or in any other capacity . 

(ii) The total of the amounts payable to secretaries and 
treasurers, if any, whether as fees, percentages or otherwise, 
for services rendered as secretaries and treasurers or in any 
other capacity. 

(iii) The total of the amounts payable whether as fees, 
percentages or otherwise to the directors or managing director 
ormanager respectively as remuneration for services, zend 
ered as directors, managing director or manager or in any 
other capacity . If any director of the company is, by virtue 
of any nomination made by it, whether directly or indirectly , 
a director of any other company , any remuneration or other 
emoluments received by him for his own use whether as 
director or in any other capacity , in connection with the 
management of that other company shall be shown in a note 
at the foot of the account or in a statement annexed thereto . 

Particulars of the amounts received by individual 
directors shall be separately given for each of the sub 
sidiaries of the company. 

(iv ) The aggregate amount of any compensation paid to 
the managing agent, secretaries and treasurers, directors, the 
managing director or the manager or the former managing 
agent, secretaries and treasurers , directors, managing 
director , or manager of the company 

(a ) as such , and 

(b ) in any other capacity , 
for loss of office in connection with , or arising out of, their 
retirement from the, office held by them in the company or 
from any office held by them in any other company by virtue 
of any nomination made by the first-mentioned company, 
whether directly or indirectly . 

Any compensation so paid to any person shall be sub 
divided so as to show the amounts paid respectively 

( a ) by the company ; 


Any 
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(b ) by the other company or each of the other 
companies ; and 

(c ) by any other person . 
(v ) The aggregate amount of any pension or gratuity 
paid to the directors, managing directors, or manager, or 
former directors, managing directors or managers of the 
company 

as such ; and. 
(b ) in any other capacity , 

pension or gratuity so paid to any person shall be 
súb - divided so as to show the amounts paid respectively 

(a ) by the company ; and 

(6 ) by any subsidiary company. 
5. The Central Government may direct that a company shall 
not be obliged to show the amount set aside to provisions other 
than those relating to depreciation , renewal or diminution in 
value of assets , if the Central Government is satisfied that the 
information should not be disclosed in the public interesa nd 
would prejudice the company,but subject to the condition that in 
any heading stating an amount arrived at after taking into 
account the amount set aside as such , the provision shall be so 
framed or marked as to indicate that fact. 

6 . ( 1) Except in the case of the first profit and loss account 
laid before the company after the commencement of the Act, 
the corresponding amounts for the immediately preceding 
financial year for all items shown in the profit and loss account 
shall also be given in the profit and loss account. 

(2 ) The requirement in sub -clause ( 1 ) shall, in the case of 
companies preparing quarterly or half-yearly accounts, relate to 
the profit and loss account for the period which ended on the 
corresponding date of the previous year. 

PART III 

Interpretation 
7. ( 1) For the purposes of Parts I and II of this Schedule , 
unless the context otherwise requires , 

(a ) the expression " provision " shall, subject to sub 
clause (2 ) of this clause, mean any amount written off or 
retained by way of providing for depreciation , renewals or 
diminution in value of assets, or retained by way of provid 
ing for any known liability of which the amount cannot be 


determined with substantial accuracy:hall not, subject 


aforesaid , include any amount written off or retained by 
way of providing for depreciation , renewals or diminution 
in value of assets or retained by way of providing for any 
known liability ; 

( c) the expression " capital reserve" shall not include 
any amount regarded as free for distribution through the 
profit and loss account; and theexpression " revenue reserve" 
shallmean any reserve other than a capital reserve ; 
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and in this sub -clause the expression " liability." shall include 
all liabilities in respect of expenditure contracted for and all 
disputed or contingent liabilities . 

(2 ) Where 


(a ) any amount written off or retained by way of pro 
viding for depreciation , renewals or diminution in value of 
assets, not being an amount written off in relation to fixed 
assets before the commencement of this Act ; or 

(b ) any amount retained by way of providing for any 
known liability ; 
is in excess of the amount which in the opinion of the directors 
is reasonably necessary for the purpose , the excess shall be 
treated for the purposes of this Schedule as a reserve and not as 
a provision . 

8. For the purposes aforesaid , the expression quoted 
investment" means an investment as respects which there has 
been granted a quotation or permission to deal on a recognised 
stock exchange, and the expression unquoted investment" 
shall be construed accordingly . 


SCHEDULE VII . 


(See sections 368 and 379 ) 

managing agent 
Restrictions on powers of 

secretaries and treasurers 
The managing agent shall not exercise any of the 

secretaries and treasurers 


following powers except after obtaining the previous approval 
of the Board of directors of the company in regard to each such 
exercise : - 

( 1) Power to appoint (but not to suspend or dismiss) any 
person as manager of the company ; 

mpany : 
( 2 ) Power to appoint as an officer or member of the staff of 
the company, payable from its funds (as distinguished from the 
funds of themanaging agent, or from out of any remuneration 

secretaries and treasurers 
payable to him by the company ) , any person 

them 


( a ) on 

a remuneration or scale of remuneration 
exceeding the limits laid down by the Board in this behalf ; 
or 

( b ) who is a relative of the managing agent, or where 
the managing agent is 

a firm , of any partner in the 
secretaries and treasurers are 
firm , or where the managing agent is a private company 

secretaries and treasurers are 
of any director or member of such company; 


( 3 ) Power to purchase capital assets for the company except 
where the purchase price is within the limits prescribed by the 
Board in this behalf ; 


(4 ) Power to sell the capital assets of the company, except 
where the sale price is within the limits prescribed by the 
Board in this behalf; 


(5 ) Power to compound, or sanction the extension of time 
for the satisfaction or payment of , any claim or demand of the 
company against (including any debt claimed to be due to it from ) 
the managing agent or any associate of the managing agent 
secretaries and treasurers 

secretaries and treasurers . 


(6 ) Power to compound any claim or demand made against 
the company (including any debt claimed to be due from it) by 
the managing agent 

or any associate of themanaging agent. 
secretaries and treasurers secretaries and treasurers 


SCHEDULE VIII 


( See sections 347 and 379 ) 


Declarations to bemade by firms, private companies and other 

managing agents 
bodies corporate acting us 

secretaries and treasurers 


Definition 
1. (1) In this Schedule , “ relevant date ” means 

(a ) in the case of a firm or body corporate holding office 
at the commencement of this Actasthe managing agent 

secretaries and treasurers 
of a ompany, the date of such commencement ;c and 

(6 ) in the case of a firm or body corporate appointed or 
reappointed after the commencement of 

this Act as the 
managing agent 
secretaries and treasurers 

of a company, the date of such ap 
pointment or reappointment. 

(2 ) For the purposes of sub - clause ( 1) , the expressions 
" reappointment" and " reappointed ” shall have the same mean 
ing as they have for the purposes of sub -section ( 1) of 
section 328 . 


Firms 


of any 


mariaging agent 
2. Every firm acting as the 

secretaries and treasurers 
company or companies shall file with each company, whether 
public or private, of which it acts as such , a declaration speci 
fying 

- (a ) the names of the partners constituting, the 
firm on the relevant date ; 

(b ) the share , or the extent of the interest, of 
each partner in the firm , on the relevant date ; 

(c) the names of persons, if any , other than 
partners , who are interested , on the relevant date , in 
any share of , or amount forming part of , the remunera 
tion payable to the managing agent 
secretaries and treasurers 

by the 
company ; and the extent of the interest of each such 

person in such remuneration , 
3. The declaration shall be signed by a partner of the firm 
and shall be filed within one month of the relevant date . 

4. If any change occurs in regard to any of the matters 
specified in clause 2 after the relevant date , a declaration 
specifying the change and signed by a partner of the firm shall 
be filed , within three weeks of the occurrence of the change, 
with each of the companies referred to in that clause, 
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as 


(d) thito 


* 


Private Companies 
5 . 

Every private company which acts 
managing agent 
secretaries and treasurers 

of any other company or companies, 
whether public or private , shall file with each of those compa 
nies, a declaration specifying 

(a ) the names of the members of the private 
company on the relevant date ; 

(6 ) where the private company has a share capital, 
the shares held by each member of the company, on 
that date ; 
*** (c ) : where the private company has no share capi 
tal, the extent of the interest of each member of the 
company in it on that date ; 

themanner in which each such member holds 
his shares or interest, that is to say, whether he holds 
the same beneficially , or on behalf of or in trust for any 
other person; and in the latter case , the name or names 
of the person or persons on whose behalf or in trust for 
whom the shares or interest is held and the extent of 
the interest of each such person ; A. 

(e ) the names of the directors of the private 
company, and the name of itsmanaging director , if any; 

(f) the names ofpersons, if any, who are interested 
in any share of, or amount forming part of , the remu 
neration payable to the private companyby the company 
under its management, otherwise than as members of 
the private company, and the extent of the interest of 
each such person in such remuneration ; 

( g ) that no arrangement has been entered into 
the knowledge of the private company, under which 
the control of the private company is vested in any 
persons other than the members of the company and 

the persons referred to in sub - clause ( d ) : 
Provided that the obligation to furnish information on the 
matters specified in sub -clauses ( d ) and (f) shall extend only to 

such particulars relating to those matters as are within the 
- knowledge of the private company. 

6. The declaration shall be signed by a director of the pri 
vate company and shall be filed within two months of the 
relevant date . 

7. If, to the knowledge of the private company, there is a 
sale or transfer of any shares in the company or an agreement 
has been entered into for the sale or transfer of any such shares, 
or any other change occurs in regard to any of the matters 
specified in clause 5 , a declaration specifying the sale, transfer , 
agreement or change and signed by a director of the company 
shall be filed , within six weeks thereof, with each of the com 
panies referred to in that clause . 


co 
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8. Where any shares are sold or transferred or agreed to be 
sold or transferred , the declaration referred to in clause 7 shall 
specify the name of the person or persons who part with or 
have agreed to part with the shares and also the name or names 
of the person or persons who acquire or have agreed to acquire 
them , with full details of the sale , transfer or agreement. 

Other Bodies Corporate 
9. The provisions of clauses 5}to 8 shall apply to every body 
corporate ( other than a private company ) acting as the 
managing agent 

of any company, unless it is 
secretaries and treasurers 

exempt 
from the operation of the provisions of this Schedule by virtue 
of section 347 : 
section 379 read with section 347. 

General 
10. ( 1) All declarations filed with any company in pursu 
ance of this Schedule shall be open to inspection , and extracts 
may be taken therefrom and copies thereof may be required , by 
any member of the company to the same extent; in the same 
manner and on payment of the same fee , as in the case of the 
register of members of the company . 

(2 ) All such declarations shall also be open to inspection by 
any director of the company, free of charge. 


SCHEDULE IX 

FORM OF PROXY 
[ See Article 62 of the Table A and also section 176 (6 ) ] 


Ι 
General Form 

.Name of Company, 
I 

... in the district of ... 
We 
being a member of the above -named Company hereby appoint 
members 

in the district of..........or failing him 

in the district of . 
my proxy to vote for me 

on my 

behalf at the 
our 

us 

our 
annual general meeting 

general meeting (not being an annual generalmeet 
ing) of the company to be held on the...... day of......and at 
any adjournment thereof. 
Signed this ........... day of 

TI 


Form for affording members an opportunity of voting for or 

against a resolution 
..Name of Company . 

of. 
We 
in the district of.. 

being a member of the 

members 
above- named Company, hereby appoint . 
in the district of .. 

or failing him .........of.. 
... in the district of... 

..., as my 

our 
proxy to vote for me on my behalf at the 

us our 
annual general meeting 
generalmeeting (not being an annual general ineeting ) 
of the company, to be held on the.... day of...... 19.. 
and at any adjournment thereof. 

Signed this...wen...day of sub.co.ke19 acco.op" 


Rs. A. P. 


40 00 


20 00 


500 


I 00 


SCHEDULE X 
( See sections 574 and 611 ) 
Table of fees to be paid to the Registrar 

I. By a company having a share capital 
1. For registration of a company whose nomi 

nal share capital does not exceed Rs. 20,000, 

a fee of 
2. For registration of a company whose nomi 

nal share capital exceeds Rs. 20,000 , the 
above fee of forty rupees, with the following 
additional fees regulated according to the 
amountof nominal capital: 
For every 10,000 rupees of nominal share 
capital, or part of 10,000 rupees , after the 
first 20,000 rupees up to 50,000 rupees 
For every 10,000 rupees ofnominal share 
capital, or part of 10,000 rupees, after the 
first 50,000 rupees up to 10,00,000 rupees 
For every 10,000 rupees of dominal share 
capital, or part of 10,000 rupees, after the 

first 10,00,000 rupees 
3. For registration of any increase of share 
capitalmade after fhe first registration of the com 
pany , the same fees - per 10,000 rupees or part of 
10,000 rupees, as would have been payable if such 
increased share capital had formed part of the origi 
nal share capital at the time of registration : 

Provided that no company shall be liable to pay 
in respect of nominal share capital on registration , 
or afterwards, any greater amount of fees than 1,000 
rupees, taking in to account, in the case of fees paya 
ble on an increase of share capital after registration , 
the fees paid on registration . 

4. For registration of any existing company, 
except such companies as are by this Act exempted 
from payment of fees in respect of registration 
under this Act, the same fee as is charged for regis 
tering a new . company. 

15. For-filing, registering or recording any do 
: cument by this Act required or authorised to be 
filed , registered or recorded , other than an 

( a ) the memorandum or the abstract re 

quired to be filed with the Registrar by 

a receiver, or 
(6 ) the statement required to be filed 

with the Registrar by the liquidator in 

a winding up 
2 fee of 
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6. For making a record of or registering any 
fact by this Act required or authorised to be re 

Rs. A. P. 
corded or registered by the Registrar, a fee of 

5 00 
II . By a company not having a share capital 

7. For registration of a company whose number 
of members as stated in the articles of association , 
does not exceed 20, a fee of 

40 00 
8. For registration of a company whose number 
of members as stated in the articles of association , 
exceeds 26 but does not exceed 100, a fee of 

100 

0 
9. For registration of a company whose num ber 
of members as stated in the articles of association . 
exceeds 100 , but is not stated to be unlimited , the 
above fee of Rs. 100 with an additional Rs. 5 for 
every 50 members, or less number than 50 members , 
after the first 100 . 

10. For registration of a company in which the 
number of members is stated in the articles of 
association to be unlimited , a fee of 

400 0 0 
11. For registration of any increase on the 
number of members made after the registration of 
the company, the same fee aswould have been paya 
ble in respect of such increase , if such increase had 
been stated in the articles of association at the time 
of registration : 

Provided that no company shall be liable to pay 
on the whole a greater fee than Rs. 400 in respect 
of its number of members , taking into account the 
fee paid on the first registration of the company. 

12. For registration of any existing company 
except such companies as are by this Act exempted 
from payment of fees in respect of registration 
under this Act, the same fee as is charged for regis 
tering a new company. 

13. For filing or registering any document by 
this Act required or authorised to be filed or regis 
tered with the Registrar other than 

(a ) the memorandum or the abstract 

required to be filed with the Registrar 

by a receiver, or 
(b ) the statement required to be filed with 

the Registrar by the liquidator in a 
winding up , 

5 00 
a fee of 

14. For making a record of or registering any. 
fact by this Act required or authorised to be re 

5 00 
corded or registered by the Registrar, a fee of 


SCHEDULE X 

(See section 406 ) 
FORM IN WHICH SECTIONS 539 To 544 OF ACT ARE TO APPLY TO 
CASES WHERE AN APPLICATION IS MADE UNDER SECTION 397 OR 398 . 

. 
539. Penalty for falsification of books.- If with intent to de 
fraud or deceive any person , any officer or member of a company 
in respect of which an application has been made under section 
397 or 398 

(a) destroys, mutilates, alters, falsifies or secretes any 
books, papers or securities , or is privy to the destruction , 
mutilation , alteration , falsification , or secreting of any books. 
papers or securities ; or 

o 
(6) makes, or is privy to the making of , any false or 
fraudulent entry in any register , book of account or docu 

ment belonging to the company, 
he shall be punishable with imprisonment for a term which may 
extend to seven years , and shall also be liable to fine . 

540. Penalty for frauds by officers.-- If any person , being at 
the time of the commission of the alleged offence , an officer of a 
company in respect of which the Court subsequently makes an 
order under section 397 or 398. 


. 


(a ) bas,by false pretences or by means of any other 
fraud, induced any person to give credit to the company ; 

(6 ) with intent to defraud creditors of the company, 
has made or caused to be made any gift or transfer of or 
charge on , or has caused or connived at the levying of any 
execution against, the property of the company; or 

(c ) with intent to defraud creditors of the company , 
has concealed or removed any part of the property of the 
company since the date of any unsatisfied judgment or order 
for payment of money obtained against the company, or 
within to months before that date ; 


he shall be punishable with imprisonment for a term which may 
extend to two years and shall also be liable to fine. 

541. Liability where proper accounts not kept.- ( 1) Where an 
application has been made to the Court under section 397 or 398 
in respect of a company, if it is shown that proper books of 
accountwere not kept by the company throughout the period 
of two years immediately preceding the making of the applica 
tion , or the period between the incorporation of the company 
and the making of the application , whichever is shorter , every 
officer of the company who is in delault shall, unless he shows 
That he acteu nunesty anu inat in tne cir : mstances in which 


--- 
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the business of the company was carried on , the default was 
excusable,be punishable with imprisonment for a term which 
may extend to one year. 
( 2 ) 

For the purposes of this section , proper books of 
account shall be deemed not to have been kept in the case of any 
company , if there have not been kept. 

(a ) such books or accounts as are necessary to exhibit 
and explain the transactions and financial position of 
the business of the company , including books containing 
entries made from day to day in sufficient detail of all cash 
received and all cash paid ; and 

(6 ) where the business of the company has involved 
dealings in goods, statements of the annual stocktakings and 
( except in the case of goods sold by way of ordinary retail 
trade) of all goods sold and purchased showing the goods 
and the buyers and sellers thereof in sufficient detail to 
enable those goods and those buyers and sellers to be 
identified . 

542. Liability for fraudulent conduct of business.- ( 1) if in 
the course of the proceedings on an application made to the 
Court under section 397 or 398 in respect of a company, it appears 
that any business of the company has been carried on with 
intent to defraud creditors of the company , or any other persons , 
or for any fraudulent purpose , the Court may, if it thinks it pro 
per so to do, declare that any persons who were knowingly 
parties to the carrying on of the business in the manner aforesaid 
shall be personally responsible , without any limitation of liability , 
for all or any of the debts or other liabilities of the company as 
the Court may direct. 

( a ) Where the Court makes any such declaration, it 
may give such further directions as it thinks proper for the 
purpose of giving effect to that declaration . 

(b ) In particular, the Courtmay make provision for making 
the liability of any such person under the declaration a charge 
on any debt or obligation due from the company to him , or on 
any mortgage or charge or any interest in any mortgage or 
charge on any assets of the company held by or vested in him , 
or any person on his behalf, or any person claiming as assignee 
from or through the person liable or any person acting on his 
behalf. 


( c ) The Court may , from timeto time, make such further 
order as may be necessary for the purpose of enforcing any 
charge imposed under this sub - section. 


( d ) For the purpose of the sub - section , the expression 
assignee " includes any person to whom or in whose favour, by 
the directions of the person liable , the debt, obligation ,mortgage 
or charge was created , issued or transferred or the interest was 


created , but does not include an assignee for valuable considera 
tion (not including consideration by way of marriage). given in 
good faith and without notice of any of the matters on the 
ground of which the declaration is made. 

(3 ) Where any, business of a company is carried on with 
such intent or for such purpose as is mentioned in sub - section 
( 1 ), every person who was knowingly a party to the carrying on 
of the business in the manner aforesaid , shall be punishable with 
inprisonment for a term which may extend to two years, or with 
fine which may extend to five thousand rupees, or with both 

(4 ) This section shall apply, notwithstanding that the person 
concerned may be criminally liable in respect of the matters on 
the ground of which the declaration is to bemade.. 

naom 
543. Power of Court to assess damages against delinquent direc 
tors, etc--- ( 1) If, in the course of the proceedings on an applica 
tion made to the Court under section 397 or 398 , it appears that 
any person who has taken part in the promotion or formation 
of the company, or any past or present director,managing agent, 
secretaries and treasurers , manager or officer of the company- 

( a ) has misapplied or retained or become liable or 
accountable for any money or property of the company ; or 

(6 ) has been guilty of any misfeasance or breach of trust 
in relation to the company ; 
the Courtmay, on the application of any creditor or member, 
examine into the conduct of such person , director, managing 
agent, secretaries and treasurers, manager or officer aforesaid , 
and compel him to repay or restore the money or property or any 
part thereof respectively , with interest at such rate as the Court 
thinks just or to contribute such sum to the assets of the company 
by way of compensation in respect of themisapplication , retainer , 
misfeasance or breach of trust as the Court thinks just. 

(2) This section shall apply notwithstanding that the matter 
is one for which the person concerned may be criminally. liable . 

544. Liability under sections 542 and 543 to extent to partners 
or directors in firm or company.--Where a declaration under 
section 542 or an order under section 543 is or may be made in 
respect of a firm orbody corporate, the Court shall also have 
power to make a declaration under section 542 or pass an order 
under section 543 , as the case may be , in respect of any person 
who is a partner in that firin or a director of that body corporate , 
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SCHEDULE XII 


( See section 644 ) 
Enactments repealed 


Year 

1 


No. 
2 


Subject or short title 

3 


1913 


VII 


1942 


LIV 


The Indian Companies 

Act, 1913 
The Registration of 
Transferred Companies 

Ordinance. 
The Indian Companies 
(Amendment) Act, 1951 


1951 


LII 


1952 


LI 


The Indian Companies 
(Amendment) Act, 1952 . 


